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BRINGING THE INFORMATION AGE TO RURAL 

AMERICA 



WEDNESDAY* JUNE 14, 1989 

House of Representatives, 
Government Information,, Justice, 

and Agriculture Subcommittee 
of the Committee on Government Operations, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 1 p.m., in room 
2247, Rayburn House Office Building, Hon. Robert E. Wise, Jr. 
(chairman of the subcommittee) presiding. 

Present: Representatives Robert E. Wise, Jr., Glenn English, Al 
McCandless, and Steven Schiff. 

Also present: Lee Godown, staff director, Audrey A. Bashkin, 
professional staff member; Susan Chadderdon, clerk; and Brian 
Lockwood, minority professional staff, Committee on Government 
Operations. 

OPENING STATEMENT OF CHAIRMAN WISE 

Mr. Wise. The Government Information, Justice, and Agriculture 
Subcommittee will come to order. 

The title of this hearing is Bringing the Information Age to 
Rural America. 

Recent years have brought major changes to the telecommunica- 
tions industry. The breakup of the Bell System has transformed 
the way we think about the telephone network and the way we 
regulate telecommunications providers. During the same period, we 
have witnessed the advent of technological miracles such as satel- 
lite, optical fiber, and microwave transmission. Many of us have 
come to regard fax machines, pei^onal computers, and computer- 
ised data bases as essential tools of the workplace. 

But not all of us. For some rural Americans, single line tele- 
phone service is still not yet a reality. Because of the comparative 
expense of bringing new telecommunications services to smalltown 
America, there is a danger that it will be many vears before the 
entire count -y will fully enjoy the technological advances of recent 
times. 

As a Nation, we can't afford to let the information age pass rural 
America by. While the telecommunications industry has been 
booming, small town America has been in a state of decline. The 
rural economy has shifted away from its traditional mainstays—ag- 
riculture, mining, and manufacturing — and turned instead to serv- 
ice industries. Deregulation of the transportation industry has 

(1) 
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meant that buses and trucks run less often— actually they don't 
run at all— in rural parts of the country and make fewer stops. 
Rail and air travel have become much more costly. As a result, 
residents are leaving the less populous regions of America to make 
their fortunes in our increasingly congested and polluted metropol- 
itan areas. 

Bringing the information age to rural America sooner rather 
than later is a major key to reversing this trend. Modern telecom- 
munications can help replace the buses, trucks, and trains that 
pass the small towns by. It can allow businesses, such as mail order 
companies and airline reservation services, to locate in rural areas. 
And it can make sophisticated educational and medical services 
available throughout the countryside. 

In my own experience, I note modern telecommunications can 
mean a source of many, many new jobs because we do have the ca- 
pacity to be the reference center, the airlines reservation center. 
Indeed, in our area, our matfor telephone company is now providing 
directory information service for the Washington, DC area. When 
you call to get that number, you are talking to an operator in West 
Virginia. So the rural areas of our country have much to offer, as- 
suming we can build that telecommunications infrastructure that 
is so vital. 

In some cases, we may be able to pass by the highways to contin- 
ue with the roads we have and not depend on massive highways 
coming to our area as long as we have a modern telecommunica- 
tions structure. Incidentally, we would still like the highways also. 
We won't be able to touch upon all the issues today, but in this 
hearing and others to follow, we will be examining some of the 
more significant problems, looking at the regulatory climate, and 
addressing sometimes conflicting policy concerns. 

We will hear first from Dr. Edwin Parker, coauthor of the newly 
published Aspen Institute study entitled "Rural America in the In- 
formation Age: Telecommunications Policy for Rural Develop- 
ment/* Next, we will have testimony from the chairmen of the 
Texas Public Utility Commission and the West Virginia Public 
Services Commission. And last, we will hear from spokespersons 
for the four major associations that represent rural telecommunica- 
tions concerns. 

I want to express my appreciation to those of you who have 
come, some of you, from long distances. I want to apologize in ad- 
vance because I suspect this hearing will be broken up from time 
to time by votes on the floor which will be necessary to go to, but 
we look forward to having a good hearing. 

Mr. McCandless, any statements? 

Mr. McCandless. Thank you, Mr. Chairman. I do not have an 
opening statement. I welcome our panel and look forward to their 
testimony. 

Mr. Wise. Thank you. 

Mr. Wise. The first witness then will be Dr. Edwin Parker with 
Parker Telecommunications. Dr. Parker, if you would care to take 
your place at the witness table. Before you sit down, if I could 
swear you in. 

[Witness sworn.] 
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Mr. Wise. Thank you very much. Please proceed. Dr. Parker, in 
your case, as with all witnesses, your written testimony is being 
made a part of the recoM. It will be printed as such, so please feel 
free to summarize* 

STATEMENT OF EDWIN B. PARKER* PRESIDENT, PARKER 
TELECOMMUNICATIONS 

Dr. Parker. Thank you. It is a pleasure to be here today. 

My name is Ed Parker. I am president of Parker Telecommuni- 
cations, a consulting firm in rural Oregon. I am a coauthor, as you 
said, of "Rural America in the Information Age: Telecommunica- 
tions Policy for Rural Development/' published by the Aspen Insti- 
tute and University Press of America. That report was sponsored 
and paid for by the Ford Foundation with support from the rural 
economic policy program of the Aspen Institute. 

What I would like to do is just summarize briefly some of the 
comments and conclusions in that report. Rural America, as you 
know, has been in economic distress through most of this decade. 
Rural jobs in agriculture, mining and manufacturing have been in 
decline. Only 9 percent of rural jobs are now in agriculture. Service 
jobs have been increasing and now account for 65 percent of rural 
jobs. 

However, the rural service sector is growing at only two-thirds of 
the rate of the urban areas. Further, the service jobs in rural areas 
are mostly in wholesale and retail trade, private services and Gov- 
ernment, primarily local school systems. In contrast, the urban 
areas are capturing a disproportionate share of the producer and 
export services which have the greatest potential for economic 
growth. 

Modern telecommunications infrastructure is one key to rural 
economic development. I say one key because it is not a panacea, 
we do need other things also. 

The ability to attract traditional industries, as well as footloose 
businesses not dependent on geographic location, such as software 
development, telemarketing, mail order financial services, some of 
the things that you cited in your remarks, are increasingly depend- 
ent on modern telecommunications, including touch tone digital 
service, facsimile transmission, and data services. 

Communities with access to these modem services have opportu- 
nities for survival and growth. Those without are doomed to eco- 
nomic stagnation and decline. 

Telecommunications networks are today s highways. They offer 
development opportunities to rural areas that railroads and high- 
ways once brought. Rural areas not integrated into a modern digi- 
tal telecommunications network will suffer the same economic fate 
as towns bypassed bv the Federal highway system. 

By thinking of telecommunications systems as highways, we can 
illustrate the extent to * which rural areas are falling behind. 
Nearly 12 percent of rural households have no roads at all, that is 
no telephone service; another 7 percent have only multiparty serv- 
ice incapable of accessing modern telecommunications services, 
which is like having a dirt road suitable only for an all terrain ve- 
hicle. Approximately 12 percent of rural telephone lines are below 
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the specifications set by the Rural Electrification Administration. 
These lines can be thought of rural electronic highways with pot 
holes making them questionable for fax machines and data 
modems. 

Most rural single party service does not yet have the touch-tone 
service which we take for granted, and is essential for most busi- 
ness information transactions* Currently only 30 to 35 percent of 
rural communities have access to digital services made possible by 
replacing the old analog switches, with modern digital switching 
capability* The remaining 65 to 70 percent could be upgraded by 
the year 2000 with a modest increase in Federal loan programs and 
some changes in regulatory policy* 

Providing digital information access would be like upgrading 
narrow, winding two lane roads to modern interstate highways 
over which the economic transactions of the information age take 
place. If the rural areas are to prosper or in some cases even sur- 
vive, telecommunications facilities suitable for reliable facsimile 
and data transmission, as well as voice, are absolutely essential. 

Rural telecommunications infrastructure fell behind as urban 
areas leaped forward into the information age for a variety of rea- 
sons, many related to the dramatic changes in the telecommunica- 
tions regulatory environment. 

National telecommunications policy continues to move toward 
less regulation and more competition. In urban areas, competitive 
telecommunications services ranging from competitive long-dis- 
tance carriers to easy access to fax machines for rapid document 
delivery have mushroomed, but the new competition did not bring 
these changes to rural communities* 

Under the prior regulatory structure, rural areas benefited from 
nationwide rate averaging and the resulting subsidy from interur- 
ban and long-distance service. Now most rural areas don't have 
competitive long-distance services or the other benefits of competi- 
tion, but they do share the higher phone prices, the access charges 
that were part of that regulatory change, and they are vulnerable 
to higher prices and relatively lower quality because each piece of 
the telecommunications business is now under pressure to stand on 
its own. 

Small rural carriers surviving on the fringes of the national tele- 
phone network compare their plight to the last person in the chil- 
dren's game of "crack the whip, 0 policies which ripple past those in 
the middle of the market have whiplash effects on those at the end. 

The Federal telecommunications policy goal of the past 50 years, 
universal telephone service, is nearly fulfilled. It is now time to 
change that goal to universal information access. Information serv- 
ices are among the fastest growing segments of the United States 
and the global economy. Reliable, efficient access to information 
services are increasingly critical to the success of any economic en- 
terprise. Rural areas without access are doomed to be uncompeti- 
tive; rural areas with efficient access to the same information serv- 
ices available in urban areas can bridge the traditional, rural bar- 
rier of distance and compete on a level field with urban businesses. 

Our report concluded that government assistance in rural tele- 
communications development is needed at this time for three rea- 
sons. First, to achieve improved economic performance in rural 
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areas by providing a basic infrastructure necessary for develop- 
ment. 

Second, to help rural America adjust to the new telecommunica- 
tions marketplace by way of sped J transition policies; and, third, 
to empower rural communities with an equal opportunity to com- 
pete in the national economy. 

To help rural areas achieve parity with presently available 
urban services by the year 2000, our report recommended two 
major actions: One, a 30 percent increase in Rural Electrification 
Administration telephone loan funds to assist small independent 
rural telephone carriers to upgrade their facilities; and, second, we 
suggested that regulatory incentives are also needed to help the 
Bell operating companies and the larger independents so they 
could be encouraged and motivated to upgrade their telephone in- 
frastructure in their rural service areas. 

Thank you. 

[The prepared statement of Dr. Parker follows:] 
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RURAL AMERICA IN THE INFORMATION AGE 
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rural America. 



Government Information, Justice, and Agriculture 
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RURAL AMERICA IN THE INFORMATION AGE 



Edwin 3. Parker 



Juno 14, 1989 



I. Qualifications 

My name is Ed Parker. I am president of Parker 
Telecommunications, a consulting business located in the rural 
community of Gleneden Seach, Oregon. 1 am a co-author of the 
recent report, "Rural America in the Information Age: 
Telecommunications Policy for Rural Development , N published by 
the Aspen Institute and University Press of America, 

Previously, I was president of the Data Networks Division of 
Contel ASC, a unit that included the former Equatorial 
Communications Company, I had co-founo*d Equatorial in 1979 and 
was its president and chief executive officer prior to its merger 
with Contel in 1987. 

From 1962 to 1979 I was a professor of Communication at 
Stanford University, where I specialised in studies of the social 
and economic effects of information technology. I taught at the 
University of Illinois from 1960 to 1962 ♦ I have co-authored or 
co-edited four books and more than 75 professional articles. ; 
graduated from the University of British coluratia in 1954 and 
received my Ph.D. from Stanford University in 1960. 



XI. Rural America is in Trouble 

I would like to summarise today some of the highlights of 
the report, "Rural America in the Information >ge. M Rural 
America has been in economic distress through most of this 
decade. Rural jobs in agriculture , extraction industries and 
manufacturing have been in decline. Only nine percent of rural 
jobs are now in agi iculture. Services jobs have been increasing 
and row account for 65 percent of rural jobs. However, the rural 
services sector is growing at only two-thirds the rate of urban 
areas. Further, the service jobs in rural areas are mostly in 
wholesale and retail trade, private services and government — 
primarily local school systems. In contrast, urban areas are 
capturing a disproportionate share of the producer and export 
services which have tho greatest potential for growth. 
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III. Telecommunications is a Key to Economic Development 

Modern telecommunications infrastructure is one key to rural 
economic development today. The ability to attract traditional 
industries, as well as H footloose" businesses not dependent on 
geographic location, such as software development, telemarketing, 
mail order and financial services, are increasingly dependent on 
modern telecommunications, including touch tone digital 
telephone, facsimile and data services, communities with access 
tu these modern services have opportunities for survival and 
growth? those without are doomed to economic stagnation and 
decline. 

Telecommunications networks are today's highways. They 
offer development opportunities to rural areas that railroads and 
highways once brought. Rural areas not integrated into a modern 
digital telecommunications network will suffer the same economic 
fate as towns bypassed by the federal highway system. 

By thinking of telecommunications systems as highways, we 
can illustrate the extent to which rural areas are falling 
behind. Nearly 12 percent of rural households have no roads at 
all — no telephone service. Another seven percent have only 
mulciparty service incapable of accessing modern 
telecommunications services, which is like having only a dirt 
road requiring an all-terrain vehicle and unsuitable for ordinary 
automobile traffic. Approximately 12 percent of rural telephone 
lines are balow specifications set by the Rural Electrification 
Administration. These lines can be thought of as rural 
electronic highways with potholes making them questionable for 
fax machines and data modems. 

Most rural sing J e party telephone service does not offer the 
touch tone digital service that is taken for granted in urban 
.*reas and is essential for most business information 
transactions, currently only about 30 percent or rural 
communities have access to the digital information services made 
rc.*»Awie by replacing old analog telephone switch --s with modern 
digital switching capability. The remaining 70 percent could be 
upgraded by the year 2000 with a modest increase in federal loan 
programs and changes in regulatory policy. Providing digital 
information access would be like upgrading narrow winding two- 
lane roads to modern interstate highways over which the economic 
transactions of the information age fike place. If rural areas 
are to prosper or even survive, telecommunications facilities 
suitable for reliable facsimile and data transmission as well as 
voice are essential . 

Rural telecommunications infrastructure fell behind as urban 
areas leaped forward into the information age for a variety of 
reasons, many related to the dramatic changes in 
telecommunications regulatory environment. National 
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telecommunications policy continues to move toward less 
regulation and more competition. In urban areas competitive 
telecommunications services ranging from competitive long 
distance carriers to easy access to fax machines for rapid 
document delivery, mushroomed. But the new competition did not 
bring these changes to rural communities. 

Under the prior regulatory structure, rural areas benefited 
from nationwide rate averaging and the resulting subsidy from 
inter-urban long distance services. Now, most rural areas don't 
have competitive long distance services or other benefits of 
competition, but are vulnerable to higher prices and relatively 
lower quality because each piece of the telecommunications 
business is :»qw« under pressure to stand on its own. Small rural 
carriers, surviving on the fringes of the national telephone 
network, compare their plight to that of the last person in the 
children's game o? "crack the whip"; policies which ripple past 
those j-> the middle of the market have exaggerated whiplash 
effects on tho«*e .it the end. 



IV. A New Goal for Telecommunications Policy 

The federal telecommunications policy goal of the past 50 
years, universal telephone service, is nearly fulfilled. It is 
now time to change that goal to universal information access. 
Information services are among the fastest growing segments of 
the U.S. and the global economy. Reliable, efficient access to 
information services are increasingly critical to the success of 
any economic enterprise. Rural areas without access are doomed 
to be uncompetitive- ~ural areas with efficient access to the 
same information se as available in urban areas can bridge the 
traditional rural b r of distance and compete on a level 
field with urban bus. .«.sses. 

Our report concluded that government assistance in rural 
telecommunications development is needed at this time for three 
reasons ; 

(1) To achieve improved economic performance in rural areas 
by providing a basic infrastructure needed for development, 

(2) To help rural America adjust to the new 
telecommunications marketplace by way of special transition 
policies, and 

(3) To empower rural communities with an equal opportunity 
to compete in the national economy. 
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To help rural areas achieve parity with presently available 
urban services by the year 2000, two major actions are required. 
A modest 30 percent increase in Rural Electrification 
Administration telephone loan funds is required to assist small 
independent rural telephone carriers to upgrade their facilities. 
Regulatory incentives also need to be given to Bell operating 
companies and larger independent telephone companies to enc urago 
them to upgrade the telephone infrastructure in their rural 
service areas. 
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Mr. Wise. Thank you very much. We have been joined by the 
former chairman of this committee, Glenn English and Steven 
Schifif. 

I would first ask Glenn and then Steve if you would like to make 
an opening statement. 

Mr. English. Only that I believe these hearings are extremely 
important. The House Agriculture Committee is this month having 
hearings with regard to rural development. There is no question 
communications play an extremely important role in all that. I 
know of your interest, and certainly this subcommittee's interest, 
in that topic, and we applaud your efforts, Mr. Chairman, and that 
of the subcommittee in this work. It is certainly going to be benefi- 
cial to us; I know it is going to be beneficial to the whole question 
of telecommunications. 

Mr. Wise. You taught us well, Glenn. 

Mr. English. I don t know about that. 

Mr. Wise. Mr. Schiff. 

Mr. Schiff. Mr. Chairman, I just want to join in those remarks. I 
represent the Albuquerque, NM area. It is mostly urban, but I 
have rural areas in my district, and most of the rest of New 
Mexico, I think, could be correctly described as rural more than 
urban in nature. I thank you for having this hearing. 

Mr. Wise. Thank you. 

In your statement, you make the observation that nearly 12 per- 
cent of rural households have no telephone service at all, which 
struck me as being fairly high. I guess my first question is: Where 
does that data come from? My second question is: Is that a function 
of cost or unavailability of service? How would you break that out? 

Dr. Parker. The sourer of the data was basically from the Feder- 
al Communications Com nission, and your intuition is correct, of 
that number without te 1 phones in rural areas, less than 10 per- 
cent don't have telephor *s because they couldn't get service. It just 
isn't there. More than to percent is a case of the problem of rural 
poverty, they can't afford telephones. 

Mr. wise. Have you r en any increase in the past 3 or 4 years in 
the number of families that are not, that do not have telephone 
service or may be perhaps turning a phone back as we have gone 
through this change in the telephone system? 

Dr. Parker. On the contrary, I think that programs that the 
FCC has instituted in some of the States, lifeline service and the 
link-up America program of the Federal Communications Commis- 
sion have helped to reduce the number of households without tele- 
phones. 

Mr. Wise. You had mentioned needing a modest, I always liked 
the word, a modest increase in Federal loan funds. Having the 
privilege of sitting on the Budget Committee this year, I have 
learned even modest usually costs you a lot. What kind of dollars 
are you talking about? 

Dr. Parker. We are talking about loan authorizations, an in- 
crease on the order of $150 million a year. But I think I should 
point out that those are loans, not grants, and in the more than 40- 
vear proeram history of the REA telephone loan program, I don't 
believe there has been a single default. The history is good, the 
money gets paid back. 
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Mr. Wise. As opposed to what the House is taking up today in 
the savings and loan industry. 

Your book talks about the chicken and egg problem of promoting 
rural communications and perhaps the question could be stated 
this way. Should we encourage the development of enhanced .tech- 
nologies in rural areas where demand does not currently exist in 
the hope thet it will encourage economic development in those 
areas? What are your thoughts on that? 

Dr. Parker. I would like to make two comments that indirectly 
answer that question. First, I have a colleague who is very experi- 
enced in rural development programs who likes to quote the old 
saying, "You can lead a horse to water, but you can't make it 
drink." The moral drawn from that is that in rural development 
programs you should look for thirsty horses. I submit that there 
are a large number of thirsty horses in rural America, there are a 
large number of independent telephone companies, cooperatives, 
and others who need support in getting access to the capital funds 
necessary to upgrade their telephone systems. There are a number 
of rural communities where the business people, the political com- 
munities understand they need better telecommunications, but 
they don't have it in their power to get it, and they are thirsty and 
they need help. 

The second comment, if I may, is that I don't think there is a 
demand for high technology. People don't care abut digital switch- 
es. I think people care about the services. And people want, the 
large number of people want the services or want the jobs that the 
availability of that service can provide, and that's what we should 
focus on. 

Mr. Wise. You said that about 30 percent ~. rural communities 
have touch-tone service. How much difference does that make? 

Dr. Parker. Actually, I don't have completely accurate data on 
touch-tone service. As a surrogate for that and the other modern 
digital services, we did find data on digital switches and only ap- 
proximately 30 to 35 percent have digital switches. A few more, but 
probably less than half the communities — — 

Mr. Wise. Would you be willing to recommend replacement by 
new digital switches? Do you think that is essential? 

Dr. Parker. I would recommend the modernization in a way that 
gets the modern services there. I don't think we need to make the 
judgments as to which technology is appropriate as long as there is 
a way to get the service there. 

If some of the software in the late model analog switches can be 
modified to provide new services, great. If there are ways to route 
the calls through a modern switch without having to replace the 
old one and still get the service there— the issue is to get the serv- 
ice to the constituents. 

Mr. Wise. You are dealing with your present lay person. The dif- 
ference between digital and analog— why is digital important? 
What services can it bring? 

Dr. Parker. 1 think we have lived for a long time with touch- 
tone services, for example, just take it for granted without even re- 
alizing it. It is like the air we breathe. We make a phone call, and 
sometimes we don't even realize the voice on the other end of the 
phone wasn't a human being but it was a computer answering the 
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company switchboard, saying punch "1" if you want customer serv- 
ice, punch 2 if you want personnel, punch the extension if you 
know it." You use it when you are entering into a number of trans- 
actions. We just use that all the time and don't even realize it. 

I use it to call my answering machine so that I can find out what 
messages I have in Oregon when I am traveling. I think small busi- 
nesses require that kind of service. We require the call-waiting 
service so that when we are on the line we can hear there is an- 
other incoming call. We need the call-forwarding service to forward 
the calls after hours from our office to our homes. 

Mr. Wise. Are the digital switches also necessary for operation of 
faxes, modem, data transfer? 

Dr. Parker. Not if the line quality is good enough. If the line 
quality is good enough and the switches don't mtroduce bursts of 
noise, then if the quality is good enough, digital switching isn't ab- 
solutely essential. 

Mr. Wise. My 5 minutes has expired. 

Mr. McCandless. 

Mr. McCandless. Thank you, Mr. Chairman. 

I am going to take a little different line of questioning here. 
Having come up through the local government chain and having to 
provide services to rural aieas, or attempting to provide service in 
rural areas, the population density becomes an important factor in 
providing any kind of service. The way I could take your statement 
here is that if you are 50 miles from the nearest city, you or the 
government or some regulatory power should provide a level of 
service equal to that of downtown Manhattan, Los Angeles, or Chi- 
cago. Now that's the general flavor I am getting of your statement. 
Am I in error? 

Dr. Parker. No, I am not recommending that there is an entitle- 
ment program the Government should give the rural people the 
exact same service that is available in urban areas, but I do think 
that we have a number of rural small-town governments and tele- 
phone companies who are trying to find a way to make that play- 
ing field more level, and I think giving some modest support is a 
way to help. 

Mr. McCandless. We have something one refers to as economic 
feasibility. If you have a limited subscribership to the phone com- 
pany, for example, it becomes very difficult to capitalize what is 
necessary to bring that phone system up to what it is I think we 
are talking about here, and to ever, service a debt at a lower inter- 
est rate because of the lack of subscribers. How do you get around 
something like that? 

Dr. Parker. I think in some cases where the rural community 
and its telephone company just don't have the resources to pay for 
the debt, I believe they would not apply for the REA loan in the 
first place. It is not like we are requiring every single community 
to have it whether they want it or not. This is recommended as a 
program that helps those who do want it and need it to give a help- 
ing hand. 

Mr. McCandless We have— and I must become regional here, 
Oregon has a favorite slogan, "Don't come to Oregon, go to Califor- 
nia, ' or words to that effect, which means in plain English, not 
Glenn's English, but plain English, we have enough people, we 
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have enough growth, we don t need any more, we want to retain 
the life style that we have* 

Mr. Sckipf. Except on vacation* They invite you on vacation. 

Mr. McCandless. We always like fresh green money from down 
South. 

They eiyoy their milk, fruit and vegetables and the quiet life and 
a lack of intense urban development. If one begins to get involved 
in trying to upgrade to the degree that we are talking about here, 
certain rural areas, aren't we kind of going contrary to the life 
style of those who moved into the area or inhabit the area looking 
for that serene life? 

Dr. Parker. Many of the people who would like to have the 
amenities to be able to live in the rural environment and have 
those amenities economically, don't have that option and can't 
make that choice unless there is a way to earn a living there, and 
this does provide an opportunity to have jobs and economic growth 
that aren t necessarily as intensive as in urban areas. 

I think, given the depression in the logging industry and all of 
the problems of the Oregon economy, because of the problems out 
of logging and timber, I think they are more open now to other 
avenues. Telecommunications is a very clean kind of development 
rather than the smokestack kinds of industrial development. 

Mr. Wise. And in a rural area, only 1 hour's drive from here, we 
want you. Come to West Virginia. 

Mr. McCandless. We have high sulfur coal. 

Mr. Wise. And low. 

Mr. McCandless. Thank you, Mr. Chairman. 

Mr. Wise. Mr. English. 

Mr. English, Thank you, Mr. Chairman. 

Dr. Parker, some 50 years ago, we in the Congress and the U.S. 
Government adopted the policy of universal telephone service and 
the concept we would make this service available to virtually ev- 
eryone in this country. The question I suppose that is occurring 
these days, though, is exactly what does that mean? Does that 
mean that virtually every community, every person, has access to 
the same level of service? Or are we going to see a gap? The gap 
has already started to develop, it is going to continue to grow, I am 
afraid, between the kinds of service that are available. 

That kind of service has an impact not just on the person who 
lifts up the telephone to use it, but it also has an impact upon the 
educational opportunities for young people in those communities. 
We are finding more and more that we might need fiber optics 
with the two-way communications to be able to provide educational 
opportunities to young people. We are finding as far as small busi- 
ness and industries locating in rural communities, they need 
modern, up-to-date communications systems. 

In looking at this question of providing universal service, in 
trying to deal with the problems of rural communications, should 
we be looking at this in total as a package type of deal rather than 
simply looking at trying to make certain, as Mr. McCandless was 
pointing out, that a person sitting out on the end of a line some 
place in a remote rural area is guaranteed the same type of service 
that someone has who is located downtown Manhattan, for in- 
stance? 
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Dr. Parker. There's certainly a demand for comparable service, 
and if we want to have jobs for people in rural areas, the busine- 
ss aren't going to locate in rural areas that don't have comparable 
service. Where there's any opportunity for economic development, I 
think we want to be able to help the telephone companies that 
need a little help in order to get that comparable service there, 

I think we should have a national policy goal of what I call the 
universal information access as the updated version of universal 
telephone service. When all you could ao on the telephone was talk 
on it, then whether it was rural or urban, that is all you needed. 
Now that all the urban phones are gpod for fax machines and data 
modems and a variety of other services, the rural areas that don't 
have those services are disadvantaged severely. 

Mr. English. But we also, of course, are looking, during these 
difficult times of Gramm-Rudman and budget problems, at the abil- 
ity to go out and to do this, to provide equal service to every 
person, or even every community in the United States. Fiber optics 
is an expensive proposition. There are economics that come into 
play with regard to not only the wisdom of moving in that direc- 
tion but also it comes into play with the ability to do it 

Are we going to find ourselves in effect prioritizing where in 
rural America we are able to put the most modern, up-to-date com- 
munications systems, and should that be a part of the overall deci- 
sions as to a community that in fact is going to have a chance to 
grow in the future? Or do we put the system in and then simply 
hope that maybe something will happen and that community will 
grow? 

I guess it is a chicken and egg type proposition. Have you any 
solution for us as to which direction we should go in? 

Dr. Parker. I agree with you, it is probably too expensive to 
think of putting fiber everywhere at this time, and I think it is not 
our place to make the judgment is fiber more or less expensive 
than copper or microwave or radio. For a lot of the rural areas, I 
think the basic exchange radio telephone service, adding a radio 
telephone to the rural household, is the way to solve the problem, 
not fiber. I think those technology decisions may need to be mack 
on a caso-by-case and community-by-community basis. 

And with respect to the Gramm-Rudman question, I really don't 
understand Gramm-Rudman scorekeeping, but I think 

Mr. Wise. Please don't feel bad, nobody else does either. 

Dr. Parker. It seems to me asking for an additional $150 million 
in loan funds where the money will be repaid, it's sort of funny 
scorekeeping to count all of the loans and not credit against it the 
money when it is paid back. I think the actual cost to the taxpayer 
is really the interest rate subsidy, and if there is a differential of 1 
percent between the borrowing rate and lending rate on $150 mil- 
lion, the taxpayer cost is $1.5 million, and when you are used to 
dealing in billions and more, $1.5 million is not a lot of money, 
which is why I said it was a modest proposal. 

Mr. English. If I could, one final question with regard to that. 
The fact of the matter is we do have Gramm-Rudman, it is charged 
against us. it is something that we have to deal with and live with, 
and it does mean that there is likely not enough in the way of re- 
sources; $300 million is provided in the budget, $300 million is 
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probably— well, $300 million is not going to be enough to provide 
seed money for a new program. We are going to have to take exist- 
ing programs, and we have worked those, readdress them, and do 
that with regard to the REA funds that we have. 

So the question becomes one of priorities. How do we establish 
those priorities? Which communities are, in effect, going to receive 
assistance, and which communities are not? Or at least which com- 
munities are going to receive them first if you would like? There 
are some communities, there is no question in my mind, that be- 
cause of the type of leadership they have in those communities, the 
kind of people they have, they are very likely going to grow. There 
are other communities, quite frankly, that I nave got my doubts 
about it, and I think we have all seen that. 

I think it is probably up to the communities themselves as to 
which ones grow and which ones don't. Some communities don't 
want to grow, they want things just like they have been, like they 
were 10, 20, or 30 years ago, and that is fine if that is what they 
want. 

But at some point, it seems to me, we have got to devise a system 
that assists those that in fact have that opportunity and use those 
very limited resources in that regard. You don't have any guidance 
for us as to how we should approach that, do you? 

Dr. Parker. I agree completely with what you just said, I think 
that is the right approach. 

With respect to overall budget issues, in the larger scheme of 
things, given that agricultural employment is only 9 percent of the 
jobs in rural areas, I don't think we can depend on agricultural 
policy to solve rural development policy, and you may want to have 
some reallocation and ^prioritizing within agriculture budgets to 
support nonagriculture rural development programs. 

With respect to — for that piece, however much or little, that is 
allocated to telecommunications infrastructure . I think you said, in 
other words, what I said earlier about thirsty horses, I think we 
have lots of thirsty horses, and they are the ones to be first in line 
for whatever REA funds are available. 

Mr. English. Thank you, Mr. Chairman. 

Mr, Wise. Thank you. Mr. Schiff. 

Mr. Schiff. Thank you, Mr. Chairman. I have no questions. 

Mr. Wise. I have one question I would like to ask, which is per- 
haps a big question. Since the subcommittee has jurisdiction, are 
there any policies of the FCC you think impede development in 
telecommunications for rural areas? 

Dr. Parker. I think the FCC is to be commended for all of the 
consideration they have given to rural areas in crafting their poli- 
cies very carefully. I think the comments I would make are to some 
extent fine tuning. 

Hie major issue is to create incentives for the larger telephone 
companies to upgrade their rural areas and their trunk lines that 
connect the rural areas into the rest of the network, and it seems 
to me that some kind of regulatory tradeoff could be entered into. 
Some might call it a new social compact, others might more cyni- 
cally call it a political deal, but it seems to me there are things 
that large telephone companies want from regulators in the way of 
deregulation, and there are things the regulators should want from 
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the telephone companies in the way of upgrading service quality in 
rural areas. Maybe there is the makings for a deal there. 

Mr* Wise. I thank you very much. Dr. Parker, I may submit addi- 
tional questions to you in writing. If so, I would ask you to return 
them in writing, and we will make them part of the record. 

Dr. Parker. I would be very pleased to do that 

Mr. Wise. I appreciate very much your coming here today. 

Dr. Parker. My pleasure. 

Mr. Wise. The next panel, we are privileged to have from two 
State public service commissions, we have the Honorable Marta 
Greytok, chairman of the Public Utility Commission of Texas rep- 
resenting the National Association of Regulatory Utility Commis- 
sioners; and the committee is also glad to see returning the Honor- 
able Boyce Griffith, chairman of the Public Service Commission of 
West Virginia. 

[Witnesses sworn.] 

Mr. Wise, It is a pleasure to have you here. You both have a 
good deal of experience, particularly in the area of rural areas. So I 
would invite you to proceed in any way you want. Your written 
statements will be made a part of the record. 

Ms. Greytok, why don't we start with you. 

STATEMENT OF MARTA GREYTOK, CHAIRMAN. PUBLIC UTILITY 
COMMISSION OF TEXAS, REPRESENTING THE NATIONAL ASSO- 
CIATION OF REGULATORY UTILITY COMMISSIONERS 

Ms. Greytok. Mr. Chairman, I would like to read a portion of my 
remarks :^to the record and then ask that the entire text be en- 
tered into the record at the conclusion, and then I will stand ready 
for questions. 

Mr. Wise. Certainly. 

Ms. Grbytok. Good afternoon. I wish to thank you for allowing 
me this opportunity to discuss telecommunications issues facing 
rural America. 

As chairman of the Public Utility Commission of Texas and as a 
member of the committee on communications of the National Asso- 
ciation of Regulatory Utility Commissioners, I am vitally concerned 
about the balance of interests at stake in bringing the information 
age to all residents of our Nation. 

My testimony today will focus on three issues: The introduction 
of limited competition in telecommunications services, the impor- 
tance of maintaining local exchange franchise boundaries, with 
particular regard to the Texas ARCO case; and the public policy 
challenges of bringing the information age to all citizens. 

Let me begin with a brief discussion of our regulation of the local 
exchange franchise. With very few exceptions, our 66 local ex- 
change telephone utilities in Texas operate in a "singly-certified" 
service territory. That is, our commission has granted authoriza- 
tion to the telephone company to provide service within the specific 
ge<£raphic area and has guaranteed that no other business or utili- 
ty is allowed to provide local exchange service in that same area. 

The regulated public utility exchange franchise arrangement has 
served the public well for over 100 years. Since the late 1960's, 
however, the public telephone utilities have encountered a chang- 
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ing environment that has brought new competitive challenges to 
the previously secure monopoly market* 

Perhaps the clearest example of a now competitive service 
market m the local exchange industry is the manufacture and sale 
of customer premises equipment 

The transition of any service from a regulated monopoly environ- 
ment to an unregulated free market has been, and must continue 
to be, a cautious and weU studied change. We* as policymakers, 
must ensure that partial deregulation of telecommunications does 
not endanger the availability of that service to our consumers, or 
threaten to destabilize a fledgling competitive industry. 

Earlier this year, our commission issued a report to the 71st 
Texas Legislature that evaluated the extent of competition in local 
exchange and interexchange service markets throughout our State. 
In that study we find that very little competition currently exists 
for basic local exchange service in Texas. 

Because, in my opinion, the provision of basic local exchange 
telephone service remains a monopoly, we must preserve not only 
the regulation of local service, but also the integrity of local ex- 
change franchise boundaries. There is currently a Texas case on 
appeal in the Federal court which, I believe, threatens to disrupt 
the balance between the regulated monopoly and its protected serv- 
ing area. 

Allow me to provide you with a brief history of that case. In 
1983, the Atlantic Richfield Co., or ARCO, expanded its research fa- 
cilities in Piano, TX, outside of Dallas/Fort Worth. Piano is in 
GTE's service territory. ARCO used its own microwave link to con- 
nect the Piano complex to additional Southwestern Bell circuits in 
Dallas— effectively providing Bell dial tone to its Piano offices. In 
doing so, ARCO claimed it needed ready and accessible access to 
high quality telecommunications facilities that would link the 
Piano complex with ARCO's other operations around the world. 
GTE objected, of course, because that rerouting represented not 
only a great loss of local, private line, and toll revenue to the com- 
pany, but an infringement on its service territory as well. 

In 1985, the Texas commission ordered Southwestern Bell to 
cease providing the additional circuits through which ARCO was 
routing the service. ARCO petitioned the FCC for relief. The FCC 
preempted the PUC order, stating that the order violated a rate- 
payer's Federal right to interconnect with the public switched net- 
work in ways that are "privately beneficial without being publicly 
detrimental/ 9 We are now all anxiously awaiting the decision of 
the Federal appeals court, and I understand that in May the hear- 
ing was held on that. 

I believe that by allowing a large customer to receive local serv- 
ice from a different exchange than that in which the customer was 
located, the FCC has created the opportunity for telephone compa- 
nies to "poach" large customers from one local exchange to an- 
other* Such a policy, if upheld, will surely undermine the funda- 
mental principles by which local exchange services are regulated, 
and may have a particularly great impact on rural local exchange 
customers* Without the assurance that every local exchange carrier 
will have the right to serve those customers, large or small, who 
locate in their service territories, what incentive will the carriers 
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have to try to attract those companies to their communities? In 
many rural areas, the local phone company is the single largest 
economic presence and a community leader in the promotion of 
economic development. 

Moreover, business customers in rural areas serve a particularly 
critical role in helping bring to those areas the latest technological 
advantages in telecommunications, many of which their urban 
neighbors may have already come to expect. If the local exchange 
carrier loses those firms or fails to continue to attract those busi- 
nesses, it may further postpone the availability of information age 
technology to all residents m our country. 

This brings me to the final issue I will discuss today, and that is 
the t challenge we face in bringing the benefits of the "information 
age" to all local telephone users. Aside from my formal remarks, I 
would like to say I grew up in south Texas near the Rio Grande 
Valley, and in that area, even today, the black rotary dial tele- 
phone is pretty "high tech." i think it is important to note that 
some of the questions that were asked earlier are ones that I can 
definitely relate to, and I hope that we will have an opportunity to 
discuss those. 

The cost of bringing new technology to the network is an issue 
greatly magnified for our rural telephone subscribers. These sub- 
scribers are doubly disadvantaged, in that rural networks generally 
serve a fewer number of customers over which to distribute the 
costs of the network upgrades; and furthermore the cost of install- 
ing those upgrades may be higher due to the large distances the 
network covers. We have a local telephone company in Texas, for 
example, for which the nontraffic-sensitive cost of simply maintain- 
ing its network, absent any upgrades, exceeds $2,000 per subscriber 
peryear— over 10 times the national average. 

Clearly, this phone company would be unable to recover those 
costs through local rates alone. And the additional cost of updating 
the system to compare with that of the company's urban counter- 
parts would simply be prohibitive. 

For those reasons, the Federal high-cost assistance program ad- 
ministered through the National Exchange Carrier Association, 
and the reduced rate loans offered by the REA are critical to the 
well-being of Texas rural phone companies. The high cost assist- 
ance program directly defrays the cost of maintaining the networks 
that keep our farmers, ranchers, and other far flung citizens within 
the reach of our telephones. And the REA loans help ensure that 
rural phone companies can afford to undertake the expensive con- 
struction and maintenance programs that keep those networks 
working. Programs such as these must be maintained if we are 
committed to ensuring that our rural subscribers do not become 
technologically second class citizens. 

I see the trends, clearly at the Federal level, toward shifting a 
greater and greater proportion of telephone service costs to the 
local subscriber. The PCC's subscriber line charge has now in- 
creased every residential user's phone bill by $42 every year. Texas 
lawmakers and policymakers alike are committed to promoting 
universal service in our State, and I believe that a steadily rising 
burden for local subscribers is counterproductive to that purpose. 
Moreover, I would like to promote universal service of a sort that 



20 

does not discriminate between rural and urban subscribers but 
makes technology and economic benefits available to all our resi- 
dents. 

In closing, then, I would simply encourage our Federal policy- 
makers to keep in mind the ongoing struggle of our rural neighbors 
to keep pace with the rapidly changing world of telecommunica- 
tions technology. I would urge them to preserve the integrity of the 
local exchange franchise, because that is the cornerstone of our 
regulatory framework and a critical element in our careful balance 
of regulatory policy. 

And, finally, I would ask them to take every measure to ensure 
that telecommunications technology is available not only to the 
privileged urfoanites, but to rural communities as well who are 
equally concerned with preserving their own economic vitality. 

Than you. 

Mr. Wise. Thank you. 

[The prepared statement of Ms. Greytok follows:] 
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I appreciate having the opportunity to present a state 
regulator's perspective on this important issue in 
telecommunications. As Chairman of the Public Utility Commission of 
Texas and as a member of the Committee on Communications of the 
National Association of Regulatory Utility Commissioners, I am 
vitally concerned about fU : balance of interests at stake 1n bringing 
the Information Age tc ell residents of our nation. 

My testimony today % will focus on three issues: the role of the 
local exchange franchise as a provider of regulated monopoly 
services; the introduction of limited competition in 
telecommunications services; and the public policy challenges of 
bringing the information age to all citizens. 

Let me begin with a brief discussion of the most basic principle 
that guides us: regulation of the local exchange franchise. The 
concept ;>f local exchange carrier regulation is, of course, founded 
upon the theory of the natural monopoly. Through regulation, we 
protect consumers of the monopoly services from unfair pricing or 
business practices that might otherwise occur in a monopoly 
environment. Moreover, we impose an obligation on the monopolist to 
serve all of the consumers within its service territory in accordance 
with our specifications. In Texas, for example, we require each 
local exchange carrier to provide service to ninety-five percent of 
its applicants within five days of the request, and f .o repair ninety 
percent of its out-of-service lines within one day. m return for 
these regulatory conditions, we offer the monopolist a protected 
service area in which to operate. 
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And how do we identify a monopolistic market? Through a number 
of economic measures, such as the existence of natural barriers that 
would prevent other firms from entering the market--far example, the 
economies of scale and the prerequisite capital investment—and the 
extent to which the service may be substituted with other types of 
services. Clearly, basic local telephone service qualifies as a 
natural monopoly. There are few substitutes for a telephone, and the 
cost of two or more companies building side-by-side local networks 
would be prohibitive and wasteful. 

With very few exceptions, local exchange telephone utilities In 
Tex>s operate in a "singly-certified* service territory. That is, 
our Commission has granted authorization to the telephone company to 
provide service within the specific geographic area, and has 
guaranteed that no other business or utility is allowed to provide 
local exchange service in that same area. 

The regulated public utility exchange franchise arrangement has 
served the public well for over one hundred years. Currently, over 
ninety-three percent of American households have basic telephone 
service. The quality of service generally remains hi^h throughout 
the country. 

Since the late 1960*s, however, the public telephone utilities 
have encountered a changing environment that has brought new 
competitive challenges to the previously secure monopoly market. 
RecognUIng that potential competitors could bring new vitality to 
the telecommunications industry, public policymakers have re-defined 
certain aspects of th .egulated monopoly tramework to allow those 
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competitors to enter certain portions of the utilities* business 
territories. 

Perhaps the clearest example of a now-competitive service market 
in the local exchange Industry is the manufacture and sale of 
customer premises equipment* or CPE. CPE, to the residential 
consumer. Is simply the telephone itself; to the business consumer, 
however, *t may represent equipment as complex as a P3X or in-house 
switching mechanism. In a series of major public policy decisions, 
the Federal Communications Commission determined that the provision 
of telephone sets and other premises equipment should no longer be 
treated as regulated monopoly service. As a result, competitors are 
now allowed to provide telephones and other business communications 
systems In the telephone utilities* territory. In return, regulation 
over the telephone company's provision of those services has been 



The transition of any service from a ~egulated monopoly 
environment to an unregulated free market has been, and must continue 
to be, a cautious and well-studied change. We, as policymakers, must 
ensure that partial deregulation of telecommunications does not 
endanger the availability of that service to our consumers, or 
threaten to destabilize a fledgling competitive industry. 

State utility regulators are faced with a growing number of 
service markets tha- are encountering competitive challenges; today, 
however, our Commission believes that the level of competition in 
those markets has not yet matured to a degree that would warrant 
deregulation, father, In those markets our Commission exercises its 
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statutory authority to approve competitive pricing plans and detarlff 
services. Such flexible regulatory treatment allows the utility to 
compete more effectively in the designated markets. As always, our 
Commission continues to protect customers in those non-competitive 
service or geographic markets through the traditional application of 
Commission-approved, tariffed rates. 

Earlier this year, our Commission issued a report to the 
Seventy-first Texas Legislature that evaluated the extent of * 
competition in local exchange and interexchange service markets 
throughout our state. We make one observation in that study which, I 
believe, is particularly relevant to my testimony today. That is, 
very little competition currently exists for basic local exchange 
service in Texas. True, some services are currently available tnat 
enhance customer access to the local exchange, such as cellular and 
rural radio-telephone systems. Those services, however, are not so 
widely used nor universally applicable to pose a significant 
challenge to the provision of local exchange service at this time. 
We recognize that other systems, such as satellite or two-way 
interactive cable television, might offer substantial competition in 
the future, but that day has not yet arrived. 

Because, in my opinion, the provision of basic local exchange 
telephone service remains a monopoly, we must preserve not only the 
regulation of local service, but also the integrity of local exchange 
franchise boundaries. There is currently a Texas case on appeal in 
the federal Court which, I believe, threatens to disrupt the balance 
between the regulated monopoly and its protected serving area. 
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Allow me to provide you with a brief history of that case. In 
1983, the Atlantic Richfield Company, or ARCO* expanded Its research 
facilities in Piano, Texas, Piano is in GTE's service territory, 
ARCO used Its own microwav* link to connect the Piano complex to 
additional Southwestern Bell circuits in Dallas- -effectively 
providing Bell dial tone to its Piano offices. In doing so, ARCO 
claimed it needed ready and accessible access to high-quality 
telecommunications facilities that would link the Piano complex with 
ARCO's other operations around the world, GT^ objected, of course, 
because that rerouting represented not only a great loss of local, 
private line, and toll revenue to the company, but an infringement on 
its service territory as well. 

In 1985 the Texas Commission ordered Southwestern Bell to cease 
providing the additional circuits through which ARCO was routing the 
service, ARCO petitioned the FCC for relief. The FCC pre-empted the 
PUC order, stating that the order violated a ratepayer's federal 
right to interconnect with the public switched network in ways that 
are "privately beneficial without being publicly detrimental," We 
are now all anxiously awaiting the decision of the Federal Appeals 
Court. 

I believe that by allowing a large customer to receive local 
service from a different exchange than that in which the customer was 
located, the FCC has created the opportunity for telephone companies 
to "poach" large customers from one local exchange to another. Such 
a policy, if upheld, will surely undermine the fundamental principles 
by which local exchange services are regulated, and may have a 
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particularly great Impact on rural local exchange customers. Without 
the assurance that every local exchange carrier will have the right 
to serve those customers -Urge or sma11--who locate In their service 
territories, what incentive will the carriers have to try to attract 
those companies to their communities? In many rural areas, the local 
phone company 1s the single largest economic presence and a community 
leader in the promotion of economic development. 

Moreover, business customers In rural areas serve a particularly 
critical role in helping bring to those areas the latest 
technologi-al advantages in telecommunications, many of which their 
urban neighbors may have already come to expect. If the local 
exchange carrier loses those firms, or falls to continue to attract 
thos* businesses, it may further postpone the availability of 
information Age-technology to all residents In our country. 

This brings me to the final issue I will discuss today, and that 
is the challenge we face in bringing the benefits of the "Information 
Age" to all local telephone users. It's my experience that we all 
tend to play pretty fast and loose with that term. I believe 
"Information Age" technology may have a different meaning to every 
user, and that term is certainly a moving target over time. 

I grew up in the Texas Rio Grande Valley, and In those days 
having any kind of telephone at all was pretty high-tech. A black, 
rotary-dial phone on an eight-party line was the best we could hope 
for. m fact, that phone Is still in my home today. And while the 
Rio Grande Valley is making slow but steady progress in 
telecommunications, and eight-party lines are few, still, the black 



ERJC 



28 

rotary telephone and the absence of direct-dial long distance are the 
facts of life in that area. 

Today, however, most people expect to be provided with a 
touch-tone telephone on a single-party line that's quiet enough to 
handle computer modem transmissions and capable of directly dialing 
worldwide without operator assistance. The challenge, then, is 1n 
predicting with accuracy the services that consumers will expect as 
part of their basic local service ten, twenty, or thirty years from 
now. It's Important that we correctly anticipate those consumer 
demands In the regulated provision of basic local service. Those 
demands will determine the extent to which we promote the development 
of enhancements to the local network; and incorrect predictions could 
lead to costly errors for our utilities and our consumers. 

The cost of bringing new technology to the network Is an issue 
greatly magnified for our rural telephone subscribers. These 
subscribers are doubly disadvantaged, in that rural networks 
generally serve a fewer number of customers over which to distribute 
the costs of the network upgrades; and furthermore, the cost of 
installing those upgrades may be higher due to the large distances 
the network covers. We have a local telephone company in Texas, for 
example, for which the nan-traffic-sensitive cost of simply 
maintaining its network, absent any upgrades, exceeds $2,000 per 
subscriber per year- -over ten times the national average. 

Clearly, this phone company would be unable to recover those 
costs through local rates alone* And the additional cost of updating 
the system to compare with that of the company's urban counterparts 
would simply be prohibitive. 
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For these reasons* the federal high-cost assistance program 
administered through the National Exchange Carrier Association, and 
the reduced-rate loans offered by the REA» are critical to the 
well-being of Texas rural phono companies. Jh& high-cost assistance 
program directly defrays the cost of maintaining the networks that 
keep our farmers, ranchers, and other far-flung citizens within the 
reach of our telephones. And the REA loans help ensure that rural 
phone companies can afford to undertake the expensive construction 
and maintenance programs that keep those networks working. 

Similarly, the Texas toll pooling system serves an important role 
in helping all local subscribers in our state share in the cost of 
promoting universal service to our rural neighbors. Our toll pool 
redistributes the revenues that local companies collect on IntralATA 
toll calls through a formula based partly upon each carrier's cast of 
providing service. 

Our current cost allocation methods are also important in helping 
all of our state's telephone subscribers enjoy the benefits of modern 
technology. These cost allocations allow local carriers to recover 
some of the cost of network upgrades through access charges to 
long-distance carriers. All these cost and revenue- sharing programs 
are siroply the lifeblood of many of our small rural carriers, and 
must be maintained if we are committed to ensuring that our rural 
subscribers do not become technologically second-class citizens. 

I see the trends, certainly at th* federal level, toward shifting 
a greater and greater proportion of telephone service costs to the 
local subscriber Ihe FCC's subscriber line charge has now Increased 
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every residential user's phone bill by $42 dollars every year. Our 
Commission has made every effort at the state level to see that our 
share of the network's cost is not similarly redistributed. Texas 
lawmakers and policymakers alike are committed to promoting universal 
service in our state, and I believe that a steadily rising burden for 
local subscribers is counterproductive to that purpose. Moreover, I 
would like to promote universal service of a sort that does not 
discriminate between rural and urban subscribers. I would like to 
see a universal service that makes technology equally available to 
all our residents, so that they may enjoy the economic benefits that 
such technology may offer. 

In closing, then, I would simply encourage our federal 
policymakers to keep in mind the ongoing struggle of our ru^al 
neighbors to keep pace with the rapidly changing world of 
telecommunications technology. I would urge them to preserve the 
integrity of the local exchange franchise, because that Is the 
cornerstone of our regulatory framework and a critical element in our 
careful balance of regulatory poliry. And finally, I would ask them 
to take every measure to ensure that telecommunications technology is 
available not only to the privileged urbanites, but to rural 
communities s well who are equally concerned with preserving their 
own economic vitality. Thank you. 
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Mr. Wiss. Our next witness will be the Honorable Boyce Griffith. 
I would like to make a personal observation. Boyce, I have had the 
privilege of living outside the town of Glendenning, which is a 
rural area much like what you come from, where you drive 5 miles 
out of Clendenin, turn left, go 2 miles on the hard road, go half a 
mile until you cross the creek, and when you pass through the 
creek and you can't go any further, that is our house. And the tele- 
communications or the telephone system there has always been a 
long-distance call from Clendenin to Charleston. 

You became chairman 6 months ago, and when I went home 2 
weeks ago and picked up the phone to call Charleston and dialed 
"1", they said I no longer had to do that any more. I want to thank 
you for bringing modern telephone service to another rural area in 
West Virginia. You are a heck of a chairman. 

With that introduction 

Mr. Griffith. Thank you, Mr. Chairman. 

I didn't realize I had done that. 

Mr. Wise. There are a few things people have thanked me for, 
too. You ought to take some credit for some of the things you may 
not have done. 

STATEMENT OF BOYCE GRIFFITH, CHAIRMAN, PUBLIC SERVICE 
COMMISSION OF WEST VIRGINIA 

Mr. Griffith. Mr. Chairman and members of the subcommittee, 
I am Boyce Griffith, chairman of the West Virginia Public Service 
Commission. I appreciate this opportunity to testify on behalf of 
the State of West Virginia. 

West Virginia is primarily a rural State of mountainous terrain 
with many small communities aud cities, the largest having less 
than 100,000 inhabitants. The total population of the State is less 
than 2 million. Manufacturing and mining are the dominant indus- 
tries. However, tourism and service industries have the highest 
growth rate. Of particular interest in West Virginia is the growth 
of telecommunications—linked businesses made possible by our up- 
to-date telecommunications network. 

The information age has brought jobs to West Virginia. The in- 
formation age provides employment opportunities for ru**al Ameri- 
cans in the service sector. Technology does not recognize geograph- 
ic boundaries. This enables telecommunications intense industries 
to locate in rural areas and easily serve both rural and urban cus- 
tomers. 

West Virginia is served by 10 local exchange carriers totaling ap- 
proximately 800,000 access lines, over 600,000 of which are residen- 
tial. The Chesapeake & Potomac Telephone Co. of West Virginia 
(C&P) serves 85 percent of the access lines with the rest served by 
GTE South, Contel, Alltel, two cooperatives and several other small 
telephone companies. Interexchange carriers include AT&T, MCI, 
U.S. Sprint and several resellers and alternate operator service 
companies. The public service commission allows intralata toll com- 
petition within the State's two primary latas and market area. Cel- 
lular operations presently serve the Ohio and Kanawha River Val- 
leys and several more will go into operation in the near future. 
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By the end of 1989, C&P will have one party service to all cus- 
tomers with equal access capability to 80 percent of their market. 
Bt the end of 1991, 76 percent of the central offices will be digi- 
tal—the highest penetration in the Bell Atlantic region. Interoffice 
fiber optic is in place for the largest population areas and is being 
deployed at a rapid rate throughout the State. Next year custom 
local area switching service [class], made possible by the latest sig- 
naling system, will be available in a large part of C&P's service 
area. 

These developments have enabled C&P Telephone to place opera- 
tor service centers in Fairmont and Parkersburg, WV which pro- 
vide operator services not only to West Virginians but to their cus- 
tomers in other C&P areas as well. A directory assistance center to 
serve the Washington, DC area is to open in Beckley in the near 
future. C&P has also located two collection centers in West Virgin* 
ia to perform services for out-of-State areas. Bell Atlantic operates 
a large multistats telephone directory distribution center from 
West Virginia's eastern panhandle. 

In 1987, AT&T opened a credit management center and a busi- 
ness collection center in Charleston, one of three such centers in 
the Nation. The centers have been expanded three times and now 
500 West Virginians do AT&T collection for one-third of our coun- 
try. Chilton Research also located an office in Charleston to con- 
duct telephone surveys on customer satisfaction for the seven State 
Bell Atlantic territory. 

West Vii^inia University was the first location in our region to 
have a full, working integrated services digital network [ISDN] ap- 
plication. 

One of four AT&T satellite communications centers which trans- 
mits and receives voice communications for the main long distance 
company with international service from Europe, Africa, and a 
mmorpart of South America is located in Preston County at Etam, 
WV. This information age service requires unique terrain found 
only in remote rural areas. 

Aside from a technologically advanced telecommunications 
system, other considerations which attract telecommunications/de- 
pendent-type service to rural areas, such as West Virginia, include 
a readily available work force, often not found in major metropoli- 
tan areas, low crime, a generally lower cost of living compared to 
urban areas, and the availability of affordable lease space. 

Potential information type activities in a rural State could in- 
clude electronic banking, catalog sales and services, computerized 
warehousing, airline/hotel reservation systems, credit card oper- 
ations, telemarketing, and remote 800 answering services. 

The telecommunications infrastructure of a State is as important 
to its economic development as is its highways, waterways and rail- 
ways. The importance of a state-of-the-art communications system 
can hardly be overstated in the upcoming information age. To 
States such as West Virginia with terrain barriers limiting road 
and rail construction, telecommunications is by far the most effi- 
cient link to provide connection to the rest of the Nation and to the 
world for that matter. Fax machines, video-audio teleconferencing, 
voice messaging and retrieval, packet switching, intelligent net- 
work, satellite communications, and host of enhanced services and 
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features yet unheard of opens up rural areas for economic develop- 
ment as never before and effectively ends geographic isolation* 

One thing to guard against is toll rate deaveraging. Deaveraging 
would put rural areas at a big disadvantage in that high density 
areas would enjoy lower rates than less dense rural areas, making 
them less attractive locations for information and other type indus- 
tries. 

In conclusion, I believe it is imperative for rural States to be po- 
sitioning themselves to participate in the information age by limit- 
ing, to the degree practicable, roadblocks which may inhibit the de- 
velopment of an efficient, modern, communications network while 
maintaining universal service through reasonable, affordable rates. 

[The prepared statement of Mr, Griffith follows:] 



34 



STATEMENT OF BOYCE GRIFFITH* CHAIRMAN 
PUBLIC SERVICE COMMISSION OF WEST VIRGINIA 

RE: RURAL AMERICA AND THE INFORMATION AGE 

BEFORE THE 
GOVERNMENT INFORMATION , JUSTICE and 
AGRICULTURE SUBCOMMITTEE 
OF THE 

COMMITTEE ON GOVERNMENT OPERATIONS 
UNITED STATES HOUSE OF REPRESENTATIVES 



June 14, 1939 




35 



Mr. Chairman and Members of the Subcommittee, I am 9oyce 
Griffith, Chairman of the West Virginia Public Service 
Cojftmiaa.ion. I appreciate this opportunity to testify on behalf 
of the State of Weat Virginia. 

West Virginia is primarily a rural state of mountainous 
terrain with many small communities and cities, the largest 
having less than 100,000 inhabitants. The total population of 
the state is less than 2 million. Manufacturing and mining are 
the dominant industries. However, tourism and service industries 
have the highest growth rate. Of particular interest in West 
Virginia is the growth of telecommunications - linked businesses 
made possible by our up-to-date telecommunications network. 

The information age has brought jobs to West Virginia. The 
information age provides employment opportunities for rural 
Americans in the service sector. Technology does not recognize 
geographic boundaries. This enables telecommunications intense 
industries to locate in rural areas rt 'id easily serve both rural 
and urban customers. 

West Virginia is served by 10 local exchange carriers 
totaling approximately 800,000 access lines, over 600,000 of 
which are residential. The Chesapeake and Potomac Telephone 
Company of West Virginia (C 6 P) serves 85% of the access lines 
with tho rest served by GTE South, Contel, Alltal, two 
cooperatives and several other *mall telephone companies. 
Interexchange carriers include AT&T, MCI . U. S. Sprint and 
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aeveral reseller a and alternate operator service companies. The 
Public Service Commission allows intraiata toll competition 
within the State's two primary lataa and market area. Cellular 
operations presently serve the Ohio and Kanawha River Valleys and 
several more will go into operation in the near future. By the 
end of 1989, C & P will have one-party service to all customers 
with '-qual accesa capability to 80% of their market. By the end 
of 1991, 76% of the central offices will be digital - the highest 
penetration in the Sell Atlantic region. Interoffice fiber optic 
is in place for the largest population areas and is being deployed 
at a rapid rate elsewhere. Next year custom local area switching 
services (Class), made possible by the latest signaling system, 
will be available in a large part of C & P's service area. 

These developments have enabled C 6 P Telephone to place 
operator service centers in Fairmont and Parkersburg, West 
Virginia which provide operator services not only to West 
Virginians but to their customers in other CAP areas as well. 
A directory assistance center to serve the Washington, D.C. area 
is to open in Beckiey in the near future. CAP has also located 
two collection centers in my state to perform services for 
out-of-state areas. Bell Atlantic operates a large multi-state 
telephone directory distribution center from We*t Virginia's 
eastern panhandle. 

In 1987, A T A T opened a credit management center and a 
business collection center in Charleston, one of three such 
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cantara in the nation. The centers neve been expended three 
times and now 500 West Virginians do A T & T collection for 
one-third of our country. Chilton Research also located an 
office in Charleston to conduct telephone surveys on customer 
satisfaction for the seven-state Bell Atlantic territory. 

West Virginia University was the first location in our 
legion to have a full . working Integrated Services Digital 
Network (ISDN) application. 

One of four AT&T satellite communications centers which 
transmits and receives voice communications for the main long 
distance company with international service from Europe, Africa 
and a major part of South America is located in Preston County at 
Etam, West Virginia. This information age service requires 
unique terrain found only in remoce rural areas. 

Aside from a technological ly- advanced telecommunications 
system, other considerations which attract telecommunications/ 
dependent- type services to rural areas such as West Virginia 
include a readily available workforce, often not found in major 
metropolitan areas, low crime, a generally lower cost of living 
compared to urban areas, and the availability of affordable lease 
space. 

Potential information- type activities in a rural state could 
include electronic banking, catalogue sales and services, 
computerized warehousing, airline/hotel reservation systems, 
credit card operations, telemarketing, and remote 800 answering 
services. 



ERIC 



38 



-4- 

The telecommunications infrastructure of a state, is as 
important to its economic development as is its highways, 
waterways and railways. The importance of a state-of-the-art 
communications system can hardly be overstated in the upcoming 
information age. To states such as West Virginia with terrain 
barriers limiting road and rail construction, telecommunications 
is by ~ar the most efficient link to provide connection to the 
rest of the nation and to the world for that matter. Fax 
machines, video-audio teleconferencing, voice messaging and 
retrieval, packet switching, intelligent network, satellite 
communications, and host of enhanced services and features yet 
unheard of opens up rural areas for economic development as never 
before and effectively ends geographic isolation. 

One thing to guard against, in my opinion, is toll rate 
deaveraging. Deaveraging would put rural arar.s at a big 
disaJvantage in that high density areas would enjoy lower rates 
than less dense rural areas making th«*m less attractive locations 
for information and other type industries. 

In conclusion. I believe it is imperative for rural states 
to be positioning themselves to participate in the information 
age by limiting, to the degree ptactlble, roadblocks which may 
inhibit the development of an efficient, modern, communications 
network while maintaining universal service through reasonable, 
affordable rates. 
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Mr. Wise. I want to thank both of the witnesses very much. 
Let me start, Mr. Griffith, with you. 

In your last couple of paragraphs, you mentioned your concern 
about deaveraging. 

To what extent is that under your control as a State public serv- 
ice commissioner and to what extent, if any, does the FCC have a 
role in that? 

Mr. Griffith. I think probably both of the FCC and our commis- 
sion would influence that. Hopeftilly, that will never occur from 
the FCXMurisdictional standpoint. If you did, it will have a devas- 
tating effect on the rural area customer. 

Mr. Wise. Ms. Greytok, do you have a response? 

Ms. Greytok. I would concur with the chairman. 

Mr. Wise. Let's suppose that a telephone company under your ju- 
risdiction upgrades the telephone exchange to provide modern digi- 
tal service before the older analog switch has been fully depreciat- 
ed. 

The question is who pays for the undepreciated cost for taking 
the switch out of service at that point? 

Mr. Griffith. In West Virginia, the customer pays it. We amor- 
tize it over a period of 10 years. 

Ms. Grfytok. In Texas that is taken into consideration in the 
rate case. If it is something the company proves as essential to 
their service and beneficial to the ratepayer, then the ratepayer 
pays for it. If it is not proved up, the portion that isn't proved is 
taken out of the rates. 

Mr, Griffith. Mr. Wise, I might also indicate that is not an auto- 
matic thing. In West Virginia, every new improvement a telephone 
company or carrier makes has to be certificated by us in advance. 

In other words, it is not automatic that they can upgrade a 
system and let somebody pick up the cost. We determine that in 
advance by a certification procedure before the commissioner. 

Therefore, we maintain some control over it, 

Mr. Wise, Do you feel that for rural areas your depreciation and 
cost recovery policies encourage companies to upgrade facilities? 

Ms. Greytok. I think companies have been in Texas, Mr. Chair- 
man, comfortable with the fact that they have received even 
handed treatment in the rate cases regarding their upgrades. 

Mr, Wise, Ms, Greytok, I was struck reading about the ARCO 
case. Now, Piano— is it Piano? 

Ms, Greytok, Yes, sir. 

Mr. Wise. That is not exactly a rural area? 

Ms. Greytok. No, sir. It is more urban. I think it is important to 
note in Texas you actually only have 2 of our 66 telephone compa- 
nies that are servicing large numbers of urbanites. 

The rest of them have largely rural customers. What we are con- 
cerned about here is not the legalistic points, but the greater policy 
issues. 

Mr. Wise. The implications for that are great for rural America? 

Ms. Greytok. Yes. And the implications of breaching franchise 
boundaries are of great concern to our commission. 

Mr. Wise. That seems to me to be directly a result of the FCC's 
decision. Is that a safe statement? 

Ms. Greytok. Yes, sir. 
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Mr. Wise. In West Virginia can we have a similar situation, M:\ 
Griffith? 

Mr. Griffith. We did have. In fact, in 1969, it was not in the 
communications industry. It was in the natural gas industry. 

As you well know, there were many glass factories in the Clarks- 
burg area served by the Consolidated Gas Co. then, and the local 
operating company was Hope Natural Gas Co. 

There was a developer of natural gas that moved in and drilled 
seven wells on the perimeter of Clarksburg. It moved in and took 
all the business away from the glass makers because they could 
sell the gas at a much cheaper rate. 

As a result of that, Hope lost a substantial part of its industrial 
business. The West Virginia Public Service Commission, in effect, 
enjoined that because this company was not a utility at all. It just 
moved in and raided the industrial customers. 

This is very similar to the case in Texas. The certificated area for 
that gas company was violated by that company. 

It is not a regulated industry at all in that respect. As a result, 
all the other customers of the Hope system had to go in and pick 
up all the costs to roll into that Hope Gas Co., which increased the 
rates of the domestic customers and the commercial customers, at 
the same time decreasing them for the ones not regulated. 

Mr. Wise. Do you see a similar situation arising in the telecom- 
munications field affecting rural areas? 

Mr. Griffr a . I can conceive of it happening. That may be one of 
the areas that tiiis modern technology brings. I don't know. 

Mr. Wise. Let me ask both of you the same question I asked the 
previous witness, which is are there specific FCC policies in place 
now that you feel impede development of modern telecommunica- 
tions for rural areas? 

I suspect, Ms. Greytok, you would point to the FCC involvement 
in the ARCO case. I wondered if there is anything else? 

Ms. Greytok. I think in that particular instance, what you are 
seeing is setting up a scenario whereby poaching could easily take 
place. 

Obviously, that would lead to a situation where the large tele- 
phone companies could go out and encourage large companies, in- 
dustrials, and so forth, to receive the benefits of their system be- 
cause it had greater technological advances and lower rates and 
thereby strained a lot of your smaller telephone companies and 
their residential customers with literally no economic development 
and a situation where they were picking up the tab for all of it. I 
think that is where we are concerned. 

We are concerned that they stay within their franchise bound- 
aries in order not to allow this kind of cream skimming to occur. 

Mr. Wise. In this case of cream skimming, GTE has financial re- 
sources beyond many small, rural telephone companies. Perhaps, 
GTE is going to survive. 

I question what this would mean in, say, in an area of Texas or 
West Virginia, or any rural area where you didn't have a company 
the size of a GTE. 

It seems to me you could about wipe that company out if you 
took that m^jor, if you took a major company like ARCC out of the 
rate base; wouldn't you? 
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Ms. Greytok. I think so. If you look down to the Rio Grande 
Valley, where you are beginning to have a lot of maquiladoras and 
twin plants, and across the border where you are getting support 
systems for those plants, including the manufacturers of small 
parts that are shipped across the border and then assembled, those 
small companies will be realistic about technology. They need the 
kind of support we have described. 

Also, they are going to be able to have that cream skimming or 
poaching occurring within their franchise boundaries. I think that 
is an important issue. 

Mr. Wise. From your work with the National Association of Reg- 
ulatory Utility Commissioners, are you seeing this practice occur- 
ring in other areas of the county? You have brought one lawsuit. It 
is working its way up through the Federal judicial system. I 
wonder if this is an increasing problem? 

Ms. Grevtok. From the short time I have been with telecom- 
munications, Mr. Chairman, let me say this case seems to have ac- 
quired the most attention of any of the ones that have come along 
for quite some time, mainly because of the situation it would 
impose for, I think, case law for all of the States. 

In our discussion at NARUC it has acquired sort of a preemi- 
nence all its own. 

Mr* Wise. In terms of FCC policies, do you have any suggestions 
or any concerns as FCC policies have applied to the development of 
telecommunications in rural areap? 

Mr. Griffith. None other than the decision they have made with 
alternate operator services. That, I think* sticks out in my mind as 
certainly the case that they have dealt with from Texas, 

We deal in legal precedents in this country. Certainly if that case 
is sustained in the Federal courts and upholds the FCC, I think you 
can look for it. 

Mr. Wise. I am not excited about the decision they made in AOS 
either. We might be revisiting that again shortly. 
I appreciate your being here. 
Mr. McCandless has questions. 
Mr, McCandless. Thank you. 
I have a couple. 

Mr. Griffith, in your testimony you talked about certain levels of 
service and the goals that have been set at some point or at least 
an objective has been accomplished to provide this level of service. 

Was that as a result of your State public utilities commission 
saying to certain telephone companies serving certain areas that 
you have a time line on which to upgrade your area of jurisdiction 
since it is a public utility and since you have a franchises, we want 
you to be able to provide this service by a certain date? 

Mr. Griffith. We normally have reporting periods by the utili- 
ties to the commissioner 

Mr. McCandless, Would you pull that microphone closer? 

Mr. Griffith. We have reporting periods normally* Most of the 
time we don't even have to ask. They come to the report and they 
tell us about their progress in expanding and making top grade 
communications available to everybody. 
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As you may or may not know, we are a State that has many hills 
and a lot of valleys- It is very difficult and expensive to provide 
telephone services. 

I think our telephone utilities have done a marvelous job in 
bringing a modern, updated telephone service practically to every- 
body in the State. I think it is the fact that we have had a good 
genuine, bona fide relationship between the utilities and the regu- 
lators that we have this. 

So I think the answer to your question is, yes. 

Mr* McCandlsss. Ms. Greytok, I found your comment about the 
Rio Grande Valley very interesting. That part of Texas is very 
competitive with my part of the country as far as agricultural com* 
modifies are concerned. 

You talked about the service there, and I am not sure at what 
level we currently have the service. The chairman talked about the 
chicken and egg theory. 

The Rio Grande Valley has been developing over the last 5 years 
as a very important southwestern agricultural area bringing with 
it jobs, packing, shipping, and all of the various and sundry other 
service activities. 

Has that then brought with it the necessary base upon which to 
improve the service or have you and Texas as a result of more 
demand, said to the providers in that area either provide a service 
to continue this growth or find a buyer? 

Ms* Gslkytok. I don't think we have approached it quite in that 
manner. I do feel that in that part of the State they are beginning 
to upgrade, particularly in the area that you are speaking of, down 
in the Edinburg, Harlingen area and then over into Eagle Lake, 
and so on. 

There are some upgrades, but there is room for more. I will say, 
having been in a field full of watermelons and wishing that I had a 
hard copy order instantly, you certainly cannot underestimate the 
value of, say, facsimile technology. If you have to wait until you get 
the order by some other methodTthe price may have fallen 2 cents 
or whatever. Although there may be a phone on a pole out in the 
watermelon field, there is not a facsimile machine attached. 

It is something that you wish were available. It certainly is avail- 
able probably for most of the produce sheds in the lower Rio 
Grande Valley and for the shippers. 

But that technology is a recent thing. The telephone companies 
are, I think, moving as rapidly as possible to provide the service. 

I think some of the smaller telephone companies, however, in our 
State have had needs that are a little bit beyond what they can 
handle. They would like to go ahead and put in place the technolo- 
gy that would then allow them to attract that same type of devel- 
opment 

As a comparison I remember when they built the freeway be- 
tween Houston and Galveston. All of us wondered what h the 
world it was for. 

It was massive sheets of concrete, and back then it was going no- 
where as far as we could see. Today, it is so crowded, it is impossi- 
ble to drive it. They have been upgrading it for as long as I can 
remember. 
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Back in my early days it looked like a useless expenditure. I also 
remember that and think about it in regard to telecommunications. 
Certainly we don't want a lot of useless telecommunications capa- 
bility. 

But in the areas that will provide for jobs and for economic de- 
velopment, I am extremely supportive of it because I can't help but 
feel that obviously the tax dollars are going to increase when the 
jobs increase and people are all working to their full effort. 

Since they will be paying back the Joans that were mentioned, I 
think, as was aaid by Dr. Parker, the cost to the taxpayers is the 
interest differential, and the interest probably will be more than 
offset by in the increase in jobs and opportunities for the constitu- 
ency. 

So I, while being a very strong conservative, also feel there is 
nothing more important than jobs and economic development to 
enhance our citizens' way of life and the quality of life. That is why 
I am testifying cn behalf of that today. 

Mr. McCandless. The other question I have deals with the up- 
grading and developing improvement of communications in grow- 
ing areas. 

An example, for purposes of our discussion, the Chileo Valley 
Telephone Co, used to be owned by a family. The elder used to do 
all the collecting of the pay phones himself and then go down to 
the bank at 3 o'clock after it closed and then put all the money out 
and count it. 

A pretty basic type of accounting principle and operation. If 
there was any static on the line, we always said, well, the cows got 
too close to the barb wire fence. And she will move in a little while, 
and it will go away. 

It went from that and then the California Telephone for awhile 
and then to GTE. 

The resources to the two previous to GTE were not available to 
them to continue to keep up the technology and the growth of the 
area and it required capital outlay. 

Isn't this kind of the ultimate for any growing area where you 
have a rural telephone company or a small company that maybe 
has a limited number of stockholders and do not have the re- 
sources? Isn't that the ultimate way you accomplish the upgrading, 
is to merge with a larger, more resource oriented people? 

Ms. Grevtok. Perhaps to some extent. 

Mr. Griffith. I think that has already happened in West Virgin- 
ia. 

Mr. McCandless. That could be then more and more in the 
future as West Virginia and other rural areas develop that you 
would find your capital and find your improvements through merg- 
ers or buyouts or sales? 

Mr. Griffith. Yes. 

Of course, any time that larger companies do it, as long as you 
have REA money, you are able to keep the rates down. Certainly 
no investor such as C&P could borrow that type of debt capital at 
that rate. 

Mr. McCandless. You brought up the point of REA money. Last 
year we talked about how do you establish the interest rate for 
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telephone loans, and so on, and so forth, through the public funded 
corporation. 

It seemed to me like there was available money that was not 
being utilized in both the REA and its equipment to rural tele- 
phone organizations, available capital without increasing the neces- 
sary availability of money; is that true, or am I incorrect? 

Mr. Griffith. I don't think I know the answer to that. 

Mr. McCandless. Ms. Greytok, do you? 

Ms. Greytok. I do not know 

Mr. Wise. Mr. Schiff. 

Mr. Schiff. I understand your description of telecommunications 
in what we are calling rural areas. I am not quite sure I under- 
stand, is there a specific request here for Federal dollars to do 
something? 

Ms. Grkytok. I think basically I am asking that you be sensitive 
to the needs of the three areas that I spoke to. One, the franchise 
boundaries and what happens with the types of cases that we have 
laid out 

Also the situation as regards to rural America and rural Texas 
specifically. And if that does come down to an enhancement of 
those funds, be sensitive to that and be aware they will be paid 
back. 

I certainly do understand comments regarding the larger phone 
companies purchasing the other phone companies. We have a good 
situation in Texas regarding our rates. 

So far we have managed to see the survival of the 66 phone com- 
panies in the State, the two very large ones and then all the small- 
er ones. I would not want to recommend that they give way to the 
two larger companies. 

I would say that I don't think they are frivolous in their applica- 
tion for the loan funds. They do not want to go out and purchase 
more equipment or more updates than are necessary. 

I do stay in close touch with the Texas Telephone Association. 
They are very prudent in the way they handle their business. We 
also have some of the types of arrangements like you just men- 
tioned. Some of them are being purchased by yet another smaller 
phone company, not the two large ones. We are seeing some merg- 
ing of those interests. 



far. Schiff. Thank you. 
I have just wanted to make sure I had that in my mind, the level 
of awareness we are being asked to take here. 
Thank you very much, Mr. Chairman. 

Mr. Wise. I like the way that you translate level of awareness 
into dollars. 
I want to thank both of you very much. 

Mr. Wise. Our third panel will be composed of four persons. 
Dwight Welch, general manager of the Hardy Telephone Co. That 
is Hardy County, WV, representing the National Telephone Coop- 
erative Association. 

A. Gray Collins, Jr., senior vice president, external affairs, Bell 
Atlantic, representing the U.S, Telephone Association. 

Margaret Goatcher, president of the Cimarron Telephone Co. 
representing the Organization for the Protection and Advancement 
of Small Telephone Companies. And Curtis A. Sampson, president 
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and chief executive officer, Communications Systems, Inc., repre- 
senting the National Rural Telecom Association. 

If the four of you would take your place at the table. 

[Witnesses sworn.] 

Mr. Wise. As with the other panels, your entire written state- 
ments will be made a part of the record, rlease feel free to summa- 
rize. 

Why don't we proceed in the order in which I named you. 

If Dwight Welch would begin, it is always good to see you again. 
You are a frequent person before this committee and other commit- 
tees. 

You represent your particular interests and those of the Nation- 
al Telephone Cooperative Association very well as well as the fact 
that you are a high school classmate. 

I think we ought to put all of that on the record. 

STATEMENT >F DWIGHT WELCH, GENERAL MANAGER, HARDY 
TELEPHONE CO., REPRESENTING THE NATIONAL TELEPHONE 
COOPERATIVE ASSOCIATION 

Mr. Welch. Mr. Chairman, distinguished members of the com- 
mittee, my name is Dwight Welch, and I am the manager of the 
Hardy Telephone Co., which serves approximately 1,800 customers 
in rural West Virginia. 

In addition to Hardy, today I am also appearing on behalf of the 
National Telephone Cooperative Association which represents 
nearly 500 small telephone systems in 42 States. It is a pleasure 
meeting each of you and I appreciate the opportunity to appear 
before you. 

The topic of my agenda today is rural telephony and the continu- 
ing need for the Rural Electrification Administration and the rural 
telephone bank telephone loan programs. 

Through the REA and RTB telephone loan programs, we are able 
to spawn rural development while maintaining our commitment of 
making affordable telephone service universally available to our 
rural customers. 

In seeking this objective, we at Hardy, and our fellow NTCA 
members, are helping ensure America's rural sector remains a 
viable force in improving the country's overall economic health and 
that rural Americans have the same access to jobs, education and 
services that are available to our Nation's urban population. 

Through the use of advanced telecommunications, there is little 
our ruril communities couldn't accomplish. 

Mo^ **n telecommunications service is a vital part of rural Amer- 
ica's infrastructure and the REA telephone loan program is the 
heart of rural telecommunications. 

The existing REA and RTB lending programs are available to 
implement most of the changing needs of rural telephone compa- 
nies and cooperatives. As loan programs which charge the borrow- 
er interest, they are relatively self sufficient. 

Indeed, many in this room may be surprised to learn that in the 
history of these two programs never once have they experienced 
borrower default. So, at the moment funding is secondary to the 
far greater problem of the unenthusiastic management of these 
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very programs that could easily be used to improve rural econo- 
mies. 

The REA and RTB telephone loan programs are stalwarts of 
rural development. But, the programs have certainly not run their 
course. A percentage of rural America remains unserved. And, ex- 
isting service must be continually upgraded to meet the technology 
standards of today thus ensuring the future growth of our rural 
communities. 

Hardy Telephone Co. would not be here today without this vital 
program. As of the late 1950's, there was no telephone service in 
the Lost River area. 

The citizens had requested service from GTE which serviced 
neighboring communities but GTE felt that because the Lost River 
area was so sparsely populated and costly to serve that they 
couldn't economically justify it. 

Thus, a group of citizens banded together from a telephone coop- 
erative. The coop received an REA telephone loan and telephone 
service finally came to our community. REA has been playing an 
active and vital role for our cooperative ever since. 

When I joined Hardy in 1982, the system was losing $160,000 a 
year and nearly unable to make its payroll. But, REA helped the 
system completely integrate digital switches by 1987, and in 1988 
we installed a toll microwave radio system. 

Our net worth is no longer negative and we are submitting an 
application for a new REA loan for outside plant and one more 
remote digital office. Also a portion of the funds will t» , sed to tie 
fiber from the host switch to a remote. 

Thus, you can understand the very real need that continues to 
exist for this important program. The fact that estimates indicate 
it will take nearly two decades before all rural areas are able to 
compete technologically with the urban areas only underscores this 
issue — Aspen Institute study. 

Simply ensuring the existence and enhancement of the REA tele- 
phone loan program, nowever, will not guarantee borrower success 
and the commencement of rural development Improving the 
lengthy loan application approval process is an equally important 
issue. 

Finally, the last key that is necessary to unlock the REA tele- 
phone loan program is congressional assistance in addressing many 
of the restrictive REA program regulations that the agency has re- 
cently issued. 

Mr. Chairman, I know you are already familiar with this issue, 
but I did want to let you know it is a manor concern to us. 

These regulations would have a broad negative impact on rural 
development if left unchanged. Many needy borrowers wouM be 
disqualified from the program due to low tier ratios and loan matu- 
rities could be sped up enough to actually increase subscriber tele- 
phone rates. 

Members of the committee, in general so much is possible under 
the REA telephone loan program, yet as of late so little is being 
accomplished simply due to the uncooperative nature of the admin- 
istration. 
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It is a problem that could easily be rectified through legislative 
language that could be incorporated in any one of the many agri- 
cultural oriented measures thmt are considered this year* 

In closing, I would like to thank each of you once again and to 
remind you of the importance of maintaining our rural telecom- 
munications network. Preserve it now and the entire country will 
prosper. 

With your help the telecommunications industry in rural Amer- 
ica can maintain the universal concept that industry and govern- 
ment have worked so hard to build and mAint^in through the 
years, 

I ask for your continued support of the REA and RTB telephone 
loan programs on behalf of the rural telephone subscribers who are 
the direct recipients of the benefits these programs offer, 

[The prepared statement of Mr, Welch follows:] 
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Hr* Chairman, distinguished members of the Committee, my name 
is Dwight welch and Z am the. Manager of the Hardy Telephone 
Company, a small cooperative in Lost River, west Virginia. In 
addition to Hardy, today, I am also representing the National 
Telephone Cooperative Association. It is a pleasure meeting each 
of you and I appreciate the opportunity to appear before you. 

Briefly, NTCA is a national trade association representing 
nearly aOD small telephone systems serving rural consumers in 41 
states. Hardy serves approximately 1,8Q0 customers throughout the 
rural confines of Eastern West Virginia. Our subscriber density 
is only 2.3 per route mile of telephone cable whJ.ch is extremely 
low when compared to the telephone industry as a whole which 
averages over SO customers per mile. As a further point of 
reference, the Bell companies serve about 130 customers per mile. 
Thus, you can understand the need and continued importance of rural 
oriented systems such as Hardy. 

The topic of my testimony this morning is the continued 
importance of the Rural Electrification Administration Telephone 
Loan Program, not only to NTCA members and their subscribers, but 
to all of rural America. This program is one of the country's 
first and finest examples of a successful rural development 
program. The central focus of all NTCA members and other small 
telcos must and will always be to utilize all available resources 
in making affordable telephone service universally available to our 
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rural customers . And, the quality of such service roust always 
equal that which is available to urban residents. In seeking this 
goal, our efforts can and will spark telecommunications related 
rural development which helps to ensure America's rural sector 
remains a viable force in improving the country's overall economic 
health and that rural Americans have the same access to jobs, 
education and health care that are available in our nation's urban 
communities. 

Now, as each of us is aware, distance is perhaps the greatest 
obstacle associated with rural life. Fortunately, this obstacle 
can be overcome with ever increasing effectiveness, through the use 
of modern telecommunications facilities and jt^vices. 
Telecommunications can mitigate the so-called penalty of distance 
in such a way as to ensure rural areas are able to compete with 
urban areas in previously unimaginable ways- This is especially 
so during this "information age" that has been and will continue 
proliferating our society for decaaes. 

Through advanced telecommunications, there would be little our 
rural communities couldn't accomplish. 

Though we would expect money to play a central role in 
carrying out such lofty objectives, this is not the case in this 
situation. The existing KEA Telephone and Rural Telephone Bank 
lending programs are available to implement most of these community 
services* As loan programs which charge borrowers interest, they 
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are relatively self sufficient, indeed, it might interest the 
people in this room to know that in the history of these two 
programs never once have they experienced a default by a borrower. 
This is terribly impressive! So, at the moment funding is 
secondary to the far greater problem of burdensome Administration 
proposals that in many ways are restricting our ability to move 
ahead wirh rural telecommunications development. Perhaps where 
this is more evident than anywhere else, is in regard to the REA 
Telephone Loan Programs. 

Indeed, as I mentioned earlier, the REA Telephone Loan Program 
is one of the country's stalwarts of rural development. Today, 
rural America is 95 percent serviced with at least the most basic 
form of telephony. This would not have been possible without the 
REA program. 3ut, the program has certainly not run its course. 
A percentage of rural America remains unserved. And, existing 
service must continually be upgraded to meet the technology 
standards of today thus ensuring the future growth of our rural 
communities. 

Hardy Telephone Company would not be here today without this 
vital program. As of the late l95Q's, there was no telephone 
aervice in the Lost River area. The citizens had requested service 
from GTE which provided telephone service for neighboring 
communities but GTE felt that because the Lost River area was so 
sparsely populated and costly to serve that they couldn't justify. 
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from an economic point of view, providing initial telephone service 
to the region. A group of citizens then banded together and 
formed a telephone cooperative. The coop received an RSA loan and 
telephone service finally came to our community. REA has been 
playing an active and vital role for our cooperative ever since. 
When I joined Hardy as the Manager in 1982, the telephone system 
was losing $160,000 a year and at the point of not making payroll 
payments. However, with the help of REA, Hardy went completely 
digital as of 1987 and in 1988 we installed a toll microwave radio 
system. Our net worth is no longer negative and we are submitting 
an application for a new REA loan for outside plant and one more 
remote digital office and we vill be using these funds to tie our 
host and remote switches together with fiber optics cable, and to 
provide our most remote subscribers with basic radio service. 

As you well know, recent Administrations have felt that the 
rea Telephone Loan program has outlived its usefulness and thus 
should be dismantled. In an effort to cement this concept into the 
minds of the American public as well as the Congress, those in 
charge of the program have simply chosen to under-utilize it. 
Clearly this was not the intent of the implementors of the REA 
program nor of scures of subsequent government leaders, svzh as 
yourselves on this committee, who have been extremely supportive 
of the REA and RTB Telephone Loan program. 
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It may come as a surprise to many that the REA Telephone Loan 
program does not exist simply to provide loans for telephone lines 
alone* Loans can include funds for developing or acquiring 
physical plant such as buildings, computers and other tools, 
vehicles and additional operating equipment. In addition, loans 
are not simply to fund projects in yet unserved areas. REA 
Telephone Loans are allowed and indeed encouraged for purposes of 
upgrading existing service areas. This would include replacing old 
cables with new fiber optic lines; installing advanced digital 
switches guaranteeing equal access, and should include cellular 
service encouraging general business competition. Seriously, 
upgrading is especially critical because estimates indicate that 
at the current rate of upgrading, it may be more than two decades 
before all rural areas are able to fully compete technologically 
with urban areas* 

Simply ensuring the existence of the REA Telephone Loan 
program, however, will not guarantee borrower success. Improving 
the loan application and approval process is an equally important 
issue. Current ly, due partially to foot dragging by the 
Administration as well as a complicated application process in 
general, it can often take several months to receive approval for 
an REA Telephone Loan application. Such timing constraints are 
devastating to rural telcos and their customers and could be used 
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to completely circumvent serious, well intent ioned and much needed 
rural development initiatives* 

Another important issue adversely affecting the REA Telephone 
Loan program relates to recently issued program regulations that 
are extremely restrictive. Mr. Chairman, as you and your 
subcommittee know so well, the purpose of instructing the REA to 
codify existing procedures in the 1987 Reconciliation Act was to 
consolidate and clarify the policies and requirements of their loan 
procedures. Unfortunately however, REA took this opportunity to 
implement major policy changes, which if left unchanged, will 
liJcely lead to the demise of the REA Telephone Loan pro-am. 
Specifically, the regulations impose an unreasonable TIER 
requirement of 125 percent climbing to 150 percent on all of a 
borrowers outstanding and proposed REA loans as a requirement to 
obtain an insured program loan; a reduction in the REA Telephone 
Loan repayment Period and the elimination of authorized loan 
purposes which now allow approval of funds for physical plant, 
tools, equipment and vehicles. Federal legislation may be necessary 
to address these problem regulations. 

In general, so much is possible under the REA Telephone Loan 
program* yet, of late so little is being accomplished simply due 
to the unwillingness of the Administration. 

Mr. Chairman, members of the Committee, I can not stress the 
importance of the REA and RTB telephone loan programs enough. They 
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lend themselves to rural development and guarantee the existence 
of the universal telecommunications network. Therefore, by 
strengthening them now the entire country will prosper. However, 
by ignoring them the resulting stagnated rural areas will 
ultimately drag down our urban centers as well. As you know, our 
federal government has focused on national rural policy since 
before the development of the Constitution. From the days of 
Thomas Jefferson, rural America's greatest advocate, through 
Franklin Roosevelt's New Deal reaffirming our commitment to rural 
America, and on up to the days of the current Presidential 
Administration, rural programs and the importance of our rural 
communities has not wavered far from most of our minds. 

X am hopeful my thoughts as well as those of the other 
participants in these hearings will assist you in examining the 
current status and increasing need for modern telecommunications 
in our rural communities. 

Thank you! 
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Mr. Wise. Thank you. 

Next we will hear from A. Gray Collins* Jr., senior vice president 
of external affairs, with Bell Atlantic and representing the U.S. 
Telephone Association. 

STATEMENT OP A. GRAY COLLINS, JR., SENIOR VICE PRESIDENT 
OP EXTERNAL AFFAIRS, BELL ATLANTIC, REPRESENTING THE 
U.S. TELEPHONE ASSOCIATION 

Mr. Collins. Good afternoon. I am senior vice president for ex- 
ternal affairs for Bell Atlantic. I am testifying on behalf of the U.S. 
Telephone Association, which has a membership of approximately 
1,100 local exchange carriers. I want to thank you for allowing me 
to appear this afternoon and discuss this important concern to the 
telephone industry. That is, bringing the information age to rural 
America, 

There is no question that the United States is moving rapidly 
into the information age. Experts predict that by the year 2000, 
two-thirds of the American work force will be employed in some 
form of information services. The problem facing rural America is 
an undeveloped telecommunication infrastructure, which is re- 
quired for full participation in the information age. Many rural 
communities do not have essential private lines, touchtone phones 
or digital switching yet. 

Therefore, the proper telecommunications infrastructure must be 
built which will link every home and business in the United States. 
Such an infrastructure, which should be universally available on a 
simple, dial-up basis to all Americans, remains vital to eliminating 
a society of information haves and those who are information have 
nots. An advanced telecommunications infrastructure is as impor- 
tant today to rural America's future as electricity, railway, and 
highway systems have been in the past. 

My testimony this afternoon will focus on two important tele- 
phone industry matters affecting rural America. First, the impor- 
tance of the telephone companies developing a telecommunications 
infrastructure and, second, the obstacles we face in developing such 
an infrastructure, if the infrastructure is to become reality in the 
United States. 

The infrastructure must link every home and business in the 
United States and serve as America's super highway system in the 
information age. Such a network, one that can transmit combined 
audio and video data, and digital systems on which information 
services will be based, is the infrastructure foundation of our 
future. 

In the rural areas, telephone companies aro the only available 
entities who can deliver this to all of the public. Few others will 
seek to offer the service there. It is not economic for many of them 
to pursue these kinds of duplicate networks in rural areas. 

Chairman Griffith explained how a modern telecommunications 
infrastructure can be important to a rural area. C&P of West Vir- 
ginia has a high development of digital switches, a high capacity 
optical fiber circuit between the m^jor cities and one of the highest 
digital trunking developments. Because we have that modern net- 
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work in West Virginia, new services and businesses are developing 
in West Virginia* 

As our society becomes more information oriented, communities 
that have full modern telecommunications networks will be able to 
compete for businesses and jobs wherever they are. 

Besides new business opportunities and new jobs, rural Ameri- 
cans will benefit in a number of other ways, such as education, 
medical, and entertainment services. 

Mr. Chairman, Bell Atlantic has completed this study called "De- 
livering the Promise/ 9 It is a vision of the kinds of communications 
information services that will be available in tomorrow's world if 
we are allowed to develop those services. I would like to submit 
that for the record. 

Mr. Wise. Without objection. 

[The information follows:] 
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Arnericons. by nature, ans futurist*. Wft 
define ourservet not on/y In t«*m$ of 
what we or • . but what we are b« 
i coming. O*- ft a history o< reaching 
i mloftooft* , and of con^ontty 
I redefining oursoves n terms of our 
OM^hlftwrnftntu Wesee where we want to go. 
and we go there. 

As cotonfcts. we envisioned ouv«^ft« as q 
rreft and indftp«ndent pftcpto. As pioneers, 
we ww otnefves f omlng a vast and fertfe 
tand that stitched crates a rx^t^^ A* 
rvrjgranti. we saw that we could r»e to 
Ki'-c«t5 through hard work and the opportune 
ties afta -Jed by itoeity Ar«i a* sck*er* fighting 
fc» dftnypCfocy. we percsrved that we were 
bound f x me center or the world's stags as 
me p/e* jtftst gtobai pow*< 

Not colrcidentalry. we> Americare hove 
a^v/ovs set procticaj and technological Qoab 
forouraatvM Here, again, we have envisioned 
w**re we hove wanted to be— and we hove 
oottftn there. From the Industrial revolution to 
the trareconfinental raflrood: from the tele- 
phone to the television and from Ight but> to 
computer, from automoble and airplane to 
mocnnronquerlng spacecfaft. cor mventtve- 
nea has befto entwined wtth our destiny 

Nor is it a coincidence that rnany s* our 
oehJevornents as a notion hove been 
OK^ievementi for the irviMduai inventions 
that improve the av«Kog* person': oualtv o< 
tte even as they revolutionize the way society 
moves. fa**, or thinks. 

Today the world's industrial nations are 
embafWng upon the r>forTTK3tlon oge~the 
bJrth of which can be attrtjuted in groat part 
to the inventions, me economy, and the 
people of thft United States. We at Bel 
Atlantic envftton the U S as contlnu^g tfs 
leadership roie Into this new ape; ond we 
beieve most Americans shore our vMon. 

indeed, we beteve that Americans are 
cjutte famiar oJreOdV wHh the notion erf an 
•information oge' mochjnes that respond to 
human voice comrr>ands. computer s creens 



that can swttch refantfy among data. vMd 
graphic*, and brlknt pnotogrophic Images: 
automobiles) and appSxjnces eoutpped wtth 
mar but powerful computer "brains'; and. of 
cou»e,\*deo phones,' m tact, o steady tfet 
of *Sfar Tress" and other science fiction pro- 
grams may hove rafted pubic ewctafiofft 
tjeyond whet technology w« ever be able to 

The American pubic is ready and waiting 
to enfer the Information age; but out t etft con v 
rnunico^one lrir>aB<nx^ 
way system* of that age—** not yet ready to 
take u* there. 

Key element* In that "highway system" 
mc*x*e powers computer fwWctie*. cample* 
software, anxlopffcailfceccatoie. These 
elements combine to tarn what Is known in 
te*ecomrnuT^ c oao n »lr>dus^ 
broadband network— so named because of Its 
abity to copy on eictremefy brood range of 
signals of once (e gu telephone, TV. rao*>. 
etc.). 

Uk« other local telephone companies. Bti 
Atomic iow the promee of bfoodbond many 
yvcncgooridbeg^cortverll^llspute^ 
nehvatK to hande the dsgtfal CcampUftr 
language') trarsjrtseon tor wNcft bfocvtxrid 
ft designed. Today over a third of the 
co*)p&w'9Wmaricl9*&c*m<nd&a. The 
company has taken **ther steps toward 
broadband by moJfrg Irrprovemenhln 
network signoj»ioth<*e*xMtt)#emdencY 
o^amc^ofconiroitesss^hcnsjc*^ 
canenfoy. 

A^uabfy the most ImportGrtcscmponssnt 
of brcodband (the part that octuafygjfcsa 
f eie c «TW»jnico^0JTSsen4r^to 
theapsjeo 1bet(mlMaoclum«ofihe 
tro^Sfneston of Mu »i u i m. TV, rorto. computer. 
>^nd other tfgnoH at ttemenobusspeftdandirt 
vasiauanWy. Optic* ttwrwth* capably 
toroJseres kJ s^HoJr^oiWTTUiil C^^ 
a n#w thrftfthoid we* beyond today's tele- 
phone*. TVs. and othftr media 

Optical fiber ft spreading through parti of 
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me pt*4c telephone ne**orta erf me •even 
regional Bel telephone company (the *8a£y 
Be*'), at wel an the netwarta of the tong 
aetance co mp act. fno government, and 
many large pftvote compare* vt^oxjyanced 
fttifCQfTKYHrikxMontriMdk ft it aeo exceed- 
ing fopJdty abroad. Japan. Getrnany. and 
franco, among other*, have launched qqqnm^ 
iK*cfct%^foemp^fhenewrneo*jmona 
targe »cale Optical fiber , n>ony IndU^atatd 
notton* hove reoogntood, r*ipre*»nr* o twofold 
opportunity-, o woy to better *erve the* c&teen* 
^ the frfofTnatton age. and a touxfcaWontof 
strong Wwnxittonaf compeNffcaneiftlnthe 
yean ahead. 

The fart* of xl more p*vcevety optical 

tolow— creating o market mo* w*. m tun. 
•pawn a new o»o»fa?*or» of coawnunlcattom 
product* and twvfcMfc. We beieve mat Mhm 
optical MMf reache* o ft/flctent number of 
American txe^>e«*et and texeehak*. K *e 

forge o *crtticai ma*** that v*«i portend the 
axpfcurve entry by me American conturnc* Wo 
me rtfomxjtion age 

But me current ipeed at *hJch opttcot 
fiber li reaching me American conjumer— te.. 
me home— might t^bodot cri bodc* *g>o- 
cW Webe8evett*pooeofcof»ltucitonli 
i^of»iit#ntv^m#n#«dio*c<Wiiwar^ 
with America* need to compete In develop- 
ing information age technologies 

To date, onfy a $mc#. and ^eciafeed 
group of cemrrwrweatton* c**»umef» m the 
U S .ha* dfrect acce** to optica) ttaer— and. 
fhu*. to broadband tenrice*. CofrrntrtcaOon* 
t Acnnoioojv ha* reached a*tounolng new 
ievftfc In «>e laboratory, in the targe private 
corporation, and m me government prefect. 
But me ft* potenttai ol computer*. televWon. 
telephone*, and other jyttem* ha* yet to 
reach the average American 

Tl>elnte]m£e)on age e^ today tor lie 
eflle; to deivot topfojntoe to the pitfsoc at 

wo meet feeler aruiHaHi ■■ a f to to 
c#eaie the nece*#ary pubic taJtaofcucfcce. we 
be*eve md me exteneOn of broadband to 
the pubic at large it a goal m k—c*>Q wtm 
America"! 'MwW' h«(1tag#. 

Today* tttocorrarKXilcatlom companrtt— 
notably tn* Nghty r«gUat«d Baby B Mi of 
b«ct abte to bring the r*c«aary •n«cgy. 
experience, and drtve to me coxee of renew- 



ng Amnrtca'i aUteat t««ecorrniun*caCJom 
inptamjciw#. Sfrtnm* ft» * d o ™ ,w»cqn 
and deKer (h* peomtae of *he Infcumalian 
age to the American conmirttr. 

oMan»«antfl»iMM^M MirtQM aMy to 
corr^>ete H Mbmwtfon ape fee VJL 

The peqiJreB mot teitcanvniFiicatfanft 
carnpon4e» men a» Bel Atlantic be gtoen the 
ncent^e to invitf at Ngtier levee, at a mote 
raptd pace, or*! In appkxieon* mot mee< me 
reotneeafcorconjuneitt Today that lncen#v»e 
H Mocked by regufiafoy. »egeta^. and court 
nxw^«e«c1fc^K^ofHe*jnie^ 
and bam on entry into key Inei ot t^ttnm 
(nxyiUoctutna g enewe on of Infarmotton 
content. puvJf of WeAATA buitneex and 
cable TV cio«owne*nlP). 

Bote e $i t^ km N^te/k^ 0m i m 

meirkA^ntnJ».tr^eW«t^cMv«to 
modenibe. Tne Ine^f-buenee) bare hav» the 
efleet of InNbJNng (ot pwewejip enNneV) the 
tyner^et among contponloo ptoducti and 
technploateft tho* rjM» the aeveiopmentof 
eacn. We contend that thete e, far e*amp*e, 
o mutuaiy luppartMi 9rk ben * » e e n 
communlcatlontraiiloon^ 
^nnfty 1 ^ Afnertco'i toteian oontpetltoit 
agree: v>nd. being Awe of the c#aiemen*oned 
bann # enjoy the po**ef to tatie ajoptapttate 
action. 

The fact emerge*, tor eeampie. n a eXiry 
pU3Mied by Meato 9iMr*m Nmm C Japa- 
nese—A Yen For AoducNan Cornpanle*.* 
Marcnd, IW.lnwWchiieport* oftei* by 
Sony Corp. and MrJeje^ta a eUroii ta torjoy 
Coc<K^iUbeo^CoUT<^Pt^ 
Entertotnment irtc. *The e^ecutotion wwx»^ 
ng Columbia.* the stay slatet. m but the 
tat eit man#e#aeon ot aniiang Japanete 
tntex-ejt In the US. enfeitalnmtnt Induriry/ The 
itory ojuotes Net fiwurv senior vtce pnridertt of 
oorpc*ate devetapment aid pdnk MtaNoi i lor 
Vtocom ireethatlono) Inc.. ^egaroVig the phe- 
nomenon. 

sfudo to<k*y it not dotiQ It necausene 
fninto the retl#n on tweienenf... e o good 



61 



rNTgQDUCTION ' 

wuvwn© rm mourn 



us&otcash ttjustlsnt Th#r$<&on 
ttmy'm do*)Q tt is bGCcxae tnoy see that 
owrtna vtxanes . ft necessary to he*> 
fhero etfher defy* a dtstrtKjUon business, 
J*« PBS (dtect brootfaxt scfeUTe) In 
Japan, or a f&chr&oQy fee high derWflon 
fetovfcw (HDTV) it's 9x0c tfy fhe some 
r&csoo Sony txxjaht CBS ftecOKX They 
<*0n t buy ft because they thought they 
CiX*d make* monoy p&r se fhe record 
business Jh#y oXt tt t**covs& they t&tt 
th&y n&o&ea to own that atvc*v of muse 
onct f&cof *n otcier to ftoip oVrve compact 
ete* arKlorh& tt*chnofogy mot fhoy -o 
ootng f oboa pluytH m 

T hff W\ifO Bustm>ss JVews ort^-ie fits o 
pattern described by Di Wffl>om H Dovx-Jjon ot 
me Unrversfty ot Southern Cofrfomic rn o DOper 
entmed l&eccxr>mvr»catiori$ Paffcy in GiObOJ 
P&rsDocttYG (October 14 1Q67) He writes 
" The te^ommunicotionii services industry 15 
mo focal potnt of 00 emerging set of global 
competitors and technologies Japan >n 
narhcuior ha* targeted telecommunications 
services, os o primary Oieo of emc^>aj^$ tor 
^vestment ond International market penetro 
*>on A massive commitment of resources 
has occompor>ied thes polley 

•implementation ot 0 universal mocJotn 
network should be the primary god of fU S ) 
public teiecwrr^nkratlons policy Without 
radical change in current regulatory po«c»e$ a 
modem public network connot appear Or, the 
U S ) m this century If ot a« " 

The current restrictions on the Amazon 
local telephone industry— on rote ot return 
generation of information content, and tt\e 
!iko— were imposed before the down of the in- 
formation age. ond before anyone thought 
that America s ckxnfnance m cornmunjcanoni 
technotogy and trade might be challenged 
The time* have changed the restrictions hove 
not We by^ove the consume? deserves better 
treatment than cunent restriction* aHow 

in short, we be^eve that the pubftc sector 
has a critical role to play at ms juncture There 
ore numerous &*c&o*ot% tot the government 
to act m support of buWding on mdv stry or o 
pufcrtc infrastructure witness the TQIti century 
land grants that stimulated me bidding of the 
tronscontlnentol railroad, ar id the 20th century 
expenditures to buHd the interstate highway 



system A mote appropriate precedent, 
however, ts the creation of the Be* telephone 
system through the government's granting of 
oefmfcsioa to AT&T fo form a united pubflc utt- 
fty Today, ogam, the tek^ommunfoolfoo* 
ir>cfustry asks not for properry or funding, but for 
PPfrntejon; .he freeoum to operate at futf 
strength wtthin our past-drvestfture environ- 
menf — and to butfd the infrastructure that w* 
moot the needs of today's and tomorrow's 
commutations consumers. 

The purpose of ft* Hudy H to piesenf a 
vision o# wftaf me widespread cvaUattWy of 
broodooTKJ wW mean to the American con- 
sumer. Our mtont ts not to dweH on the sa- 
enco economics or Delftlcs of Uoodbond. 
but to tociis on its uses vVe hove attempted 
to pcwnt a prcture of "everyday tfe" for 
tomorrow's consumers of communications 
services we offer a view subfectrve »n tone but 
Qjovndea m fact, of what the faformatlon age 
may "look like" to tho nvoriTge Amencon 

Oot method was to expkxe the kinds of 
servtces broadband is apt tc make possible 
over the nevr 20 years, and then to imogine 
how theso services might blend Into the darfy 
:rves ot hypothetical Americans ot diverse 
mtorosty concerns, and bCKktfCHjncfc We 
constructed these profiles mmdfuJ of the fact 
that CO percent of 8e« Atlantic s customws. 
numbenng 1 1 rni»on residential and small 
hu^nest customers, cfepend on us as the* pn 
mary provtder ot tek>comnxrvccmons services 

The services we describe, not y e; f nvc*r*u> 
(or ofto/dobie) to residential and smoU buslnoss 
Customers o#e based on technoiogteS that 
exist today in our vision, we show the rich 
potential we might roott/o from these tech- 
»xNoc<es--rf American mdustrtes can agree on 
setting key slandards. and. most of aM. tf the 
teiecomiTHXTtoattons incfustry is freed to help 
make the vision a reoWy. 

Wo assumed that oJ segments ot Ameri- 
can society and Industry would be able to 
contribute, without prior restraints, to the 
reaJiration of the vision As such, our vision 
toe uses on the technological, economic, and 
social forces (as opposed to legal or regulatory 
forces) that might influence the creation of a 

S*fVlC0 

We concluded that m the information ago. 
many of the octMftes m the average 
consumer s ddky We wm revotve around some- 
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th*xjc^ to today's TV screen. 0ut this screen 
of the Information age w» dtffer fodlcoly from 
its anchor. For from being o one-way me- 
dium that spews out a constant of 
pictures and sounds to a passive viewer, the 
info* motion age screen wi be o dynamic, 
inter active med**n' o mochine to which me 
consume can "talk boc*." and for more. 

The device to which we ret*/ m the or ofitat 
$fmp^o>'^ screen* w be a comancttan of 
many product* and technologies: TV; roo>>; 
stereo, video recorder and player; audio tap* 
record*, computer, high-speed graphic 
printer; facsimile machine; and more Today'! 
technological developments point to the 
integration or compatibitty of o* of these 
devices 

We predict mat the most singular element 
of this -TV-videoiadto"-etc. rrtochine. from the 
consumer* standpoint. wtt be the &&&& (I e.. 
the screen). w«h its manifold me* (Werecal 
the toJed attempt* by AW. about two dec* 
odes ogo. to offer * video phone** commer- 
dairy, but today's broadband technology— 
and today's consumers—ore for more sophisti- 
cated, pointing the way to a tower-cost video 
phone service that the pubic wi be much 
more Wrery to accept) We stress the ugnm- 
conce of the machine s visual element be* 
cause of the great influence of TV and other 
visual medio on the pubic .- that is not to say 
mat the screen s audio and dato>proceaing 
rc*>cfciirtlec wHi ptay orw less Important a port 
<n meeting the consunws needs. 

The Integration of the many communica- 
tions devices hoWS powmfU lmp«cat1on» >n 
term* of consumer benefits We envision a 
single device through which a consumer may 
watch television; view he cousin IXOOmles 
away, conduct his office Job on a telecom- 
muting basis; engage ^ tame banking and 
shopping, compose poetry; be advised m- 
stontiy of who Is coUng him; receive message* 
whatever he goes; turn up me heat or turn off 
the stove from wherever he is. In short, we 



envision tomorrow's rxxeehoW or d es lrtop ' 
screen as an electronic *butfer" of Inerfwurt- 
t^copaoty. capabUfy. and patience. 

The u*efulne» and appeal of the new 
ien.1ces we envleon we;, wn> betove, stimulate 
widespread pubic demand and Nfifi levee of 
competttton among eo^rnentond service 
providers Theee factors w« combine to make 
this •butler* as WKJssV a ffor da ble to consumers 
asfcorK*f?oi.thetetevi*tt.whie possessing 
remarkable properties of personal service that 
were fas beyond the oopafaMet of TV sets. 

We stveis the word QSQGUl melnformo- 
tton oge screen wl be »xtremery adaptobto to 
the pomciiar needs of consumer*, in terms of 
the programming to which » wff provide 
access, and in terms of the turvcttor* if w* 
pefform tf can render spedafeed services to 
the wage earner; the entrepreneur the house- 
vwtte; the hvafcL the lrT*T>lgrant; the student; 
theeldery Unikethe 1W TV set . the screen 
of tomorrow wl cofer compteNVy to the 
indMduot 

The some wl be true, we beteve. of the 
pubic bfoodoand network itself. Sucha 
network *e< provide e*ce*ent tuppoft to 
business, education. rrvsMfctrw. our (egai and 
potftcal svstom*. and other se^nents of soci- 
ety mshort. webel^vethcrtbrooxfcandhas 
value that cuts across al soda! ord economic 
boundaries; w beieve rt wf be good for 
everyone. 

In Apponcfx D we explore ttie condrttons 
arKdoppfOochesthot may detver ou# vision's 
promise to me consumer In the near future— 
and at atfordobie price*. Om main areas of 
discussion there concern new appfcatfon* 
devetopment; and economic irvcenttves for oi 
por*^ invoVed OncVOlng the conmjrveO. as 
th«<e matters affect the renewal of Amtnco s 
comrrHjr4collc<w r^Vojtn^ As we novo 
noted hes. we beieve that the ovo*3btty of 
tecNvotogy. and of accett to the public 
networV . w» be *grvens' that pot^ no obstacle 
to America s entry Into the Infomxjtton age. 
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On the tolowlng pages are profiles ot 
nine Amertcans—oi fictitious, but 
at, ft our v^, very ptautftfe. Alof 
these ftdv4duoH belong to the 
mWote-ftcome Jacket. Almond 
work in ft* nrrfoVAttantte region that » Set 
Atkxtffc'sprVxapalrjpeToltrM A* are 

ossumed to be reasonably iterate" about the 
eonejmer services ava#afc4e to them over The 
broadband network though none ant techr* 
caty lophkftxrted ft terms of knovA\j how 
these services wort;, and none core to be 

Them, most sfcn taWps end among those 
nine ftd\**uafc They aJ come from different 
locates and different Idnds of nelgjibofhoods. 
they have divergent backgrounds and Inter- 
ests, and altering levee of educaftaa they ai 
derive the* Income ft rjffierenr ways, and they 
o* hove parttcUar (often very personaijed) 
ways of — " the service* avaiobie to them 
overt*- ^^and network 

Vheoe nfte Hypothetical Amertcani do not 
by any meant represent even/ economy, 
•octal or cutturot 'type*, but they do offler the 
reader o somnlnn n< the ctuan* kHnrk ot 
noeck and Interest that the broadband 
network wJ be capable of serving 

the object ot these oroflsestonoj fo portray 
unreaWte "consumers of the future* whose 
he* ore dominated by telephone, teievieon. 
and other cammirticattons services, the 
object, rather it to show peopkj gaftg about 
the* r»ormaJ everyday Ives, and to show how 
Uood£>ond-boted services flt smoothly into 
ttieir routines. We beieve the broadband 
revoMton wl adopt to conejnws— not the 
other way around 

the applccuont descrtoedhere are. tor 
the most part . merety deferent (and. wo tt** . 
easier) ways to do things that people already 



do today. The profled ftdMduaM use the von- 
ous broodband opp«cxmons not because they 
ore new or 'high-tech.* but because they 
accompfeh something that * valuable and 
basic to the way consumers Rve. 

We beseve the app*catton$ we describe 
could become avoJoble vto broodband over 
ft >e next IQfo 20 years. We do not attempt to 
mention £y£rv. potsbfe oppicatton. ftdoed. 
countless *V3pitaatk>ns have yet to be imog- 
mad Not can we say precisely when a given 
service wfR become cvoJabJe that depends 
not only on the speed wtm which the pubite 
gains access to b*CK5dbond. but on the kinds 
of services tor which consumers prove wWng to 
pay 

Nonetheless, we beseve we ho/e chosen 
a rcoresentcrrtve sampling ot broadband 
services for these profiles, which occur on 
various random dates between 1W and 2009 
We have so dated the profile* in order to 
convey the sense that there f$ no one set point 
In time at which aB of the broadband services 
we describe w* suddenfy become available, 
these services w* "phasoft" as consumers 
demand them. A number of the occur 
over a Friday- Saturday period ft order to show 
how o consumer might use broadband serv- 
ices ft srVfttng from weekday to weekend 
activities. 

At the close of each profile Is a key to the 
corm>unJcatlons services noted therein 
Phrases from the profile text are Nghfcghted 
and accompanied by an eig^lonation ot what 
a grven service is and does. This exptanaiory 
material may or may not be known by the 
person profiled foch consumer's cotvcchp rs 
wPh the usefulness of the comrtKinicatfons cp- 
picallon — not with how It works, nor whence ft 
came 



HUGH 

Retted s*ectrtcwn 
fiaMmcxe. Maryland 

TOGY 

Truck uttvet 
\rt*r*ieton. Detawam 

UtNNV 

Oestaurortt nyjnags* 

-C 



Choroct#ft Profited; 

tm THEONA 

TV newt copvwrtfs* 
ArSncton. Wgrxo 

m jc\xx 

Homemaker 
Tienton. Now jersey 

H CNRETOPHE& 

Owner or tanascaplng cornpany 
Vatey Foroe. f^enntYVanta 



SARAH 

fkJ«rty horrtamakar 
A"h*esng. West Vu&rta 

PCUP€ 
Teacher 

Pittsburgh Penravtvania 

KARfN 
Farmw 

Richmond. Vkgm»a 
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Ho rtstn while It ts fttt dork, and gt»fs r&acfy 
to toko mo dogfor Its nnorrVngwolk F^stbe 
pousej at tho TV-video uotf. brings mo xrreen 
brightly to iff*, and selects tno utify channts. 

Gu+ss ftS b*t**c do fN$ now and ptf M 
ovmewtu Thorn pam-Mme jot* can 
d*c&>*af not km. 

in moments mo scfoen displays temporary 
and port-timo Jobs for otoctricians Theresa 
convention in town next SatufCJoy and Sunday, 
and tho $ot-up crow pay looks pood With a 
touch ot mo video screen. Hugh send* his 
opp*cation and r eco<ve5 notification that ho 
may expect on answer before Monday night 

Arte* br oakf ast. ho decides to investigate 
whot local too tool gomes Of o happening this 
wookond Soti/mirv^ to me screen's irtWty 
chonnei. ho finds tour gomes from which to 
chooso 

What do you knew) Wek Wc&ook* 

faought toe* bamUftag (nfcry w<m goina 
fo keep him out a who* montti 

The return of on© of Hugh"* favorite piayers 
makRS him opt to soo tho local Fafrview WHd- 
cats Tho screen shows mot seats ota avatt- 
awo. but before ho books, he caXs his frtond 
Fiod on mo screen s butt-in "video phono* 
facility fted greets Nm with a smue. ond 
Qu«ckly og/eos to go Hugh suggests Fred 
com© to his house first fo* some homemade 
cbw. Fred accepts 

HuQh books two seats at me Wildcats" 
Qomo. ana tens the TV-video unit to pop me 
two tickets out of its printer 

Time to turn to household chores 

Ho runs out of point while ftnisMng the 
staircase AWcrys rruodtui of Ns limited budget. 
Hugh returns to me video screen to check 
around for sates ReoJ Vok>9. up near »he 
chuKh. has a solo on tho right shade Pother 
than automatic a By ordering the point for 
deWvory. Hugh decides first to see if there aro 



any speck* octtvfflo* going on at tho chmch 
that might appeal to hJm 

This afternoon, the church"s electronic 
bufletln board to* him. the Wds wtf bo prepar- 
ing for the* Cokjmbus day pageant. Hugh 
loves to donate Ns electrician's expertise to a 
oood cause, ho decides ho 'I drtve to pick up * 
hts paint~-swinging by the church on the way 

On the way to mo church, the cor teem* 
sfuggfch: he makes a mental note to check 
into it. At tho church, he find* that the pag- 
eant cote for no special Bghttng. afthough they 
plan to use almost afi tho powac the place & 
wired to hanole. Hugh suggests an alternative 
lighting scheme, waning me stage rnanagor 
that she might have some disappointed kids 
and parents If she's not careful 

Back homo, he sots mo stove for drtner. 
finishes the painting, and rofcne* in front of the 
TV vtdeo screen to catch up on me notfonoJ 
footbalnewi. men the screen a*orts him thai 
he bos a co* coming ir\ it's hH daughfor M. 
Hugh suspends Ns program to tafc wtth hoc At 
once ho notice* that she looks urxjwjafy tcod 

Soawthlng% totftfnpfte/. and ttrfl* 

t*mtmtno*mw*m im m Hm'aa* 
fh*m*hot0eltm. 

Stove, Hughs 1 1 -yec»o*d grandson, 
pushes his way mto the video ptofuro fa show 
Hugh his mc<*eloJfptane. Sometimes the 
engine works, and somoflmes » doesn't, he 
cc^^tains. That's a sign a* a short. Hugh says, 
but the wiring seems to look okay from here 
Hugh, promises to examine the plane mar 
cughry tho next time ho como* over to M '% 
house 

After me caf. he chocks on rjnnor. Fortu 
natery the stove has tho "srnarts* to shut down 
by itsefl. or tho moai would have been rusned 
Hugh ticks off the screen, which w* alwertany 
furthei cols, except emergency menage*, to 
mo automated oxiswerlnQ service 
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SATURDAY October 9 1999 



Checking his screen for messages the next 
morning. he reviews a can from ororvdion 
Steve, who Dad coied to soy he'd fbced the 
plane at by himsetf . and That they couW ptay 
with it as soon at Grampa came over. 

Hugh also had a cai from Fred. Informing 
Hugh of a pay-per-view speck* offer on a four- 
game package ot Fatfvfcw VWJdcati game* 
Genera«v Kogh prefers to go to the games 
rathe* than watch them on the screen, so he 
can "smefi the hot dogs " Bui he Is finding rt 
increasingly easy to opt Instead for a vMd view 
of tne game from the comfort of hi* Irving 
room. 

In another message, the union confirm* 
that Hugh wtt bo working the convention next 
Saturaay and Sunday. At the rate they pay. 
he observes that he w* net $210 after deduc- 
tions, or on extra $3 10 a month on the pen- 
sion He decides to ponder that choice a Rttio 

He coSs Fred to chat about the four-gome 
offer Fred. too. prefers to go to the stao5um . 
Out "the pay-per-view price is very good If we 
commit now. and the weather could turn bod 
tn November anyway * But they can discuss 
that over theif chM 

The stairs have dried, so Hugh reinstalls the 
nonsKp treads. Going to the garage, he plugs 
the diagnostic line mto the car. The system 
monitor soy* the batteries wti need an over- 
haul wtthm o month- ^xpiammg the car's 
sluggishness 

Th**m eJecfrte mode* or* r>>ore re*aWe 
fnan gosoW, fcuffftey aren? cfteap. 
id beffltr Hake ttm ctmh for fhe conven- 
ttoo wortc. 



He drtves to JK's house. Steve corrals him 
rnrnedtoteV to play wtth the model plane. 
When Hugh asks him how ichool Is going. 
$teve eagerly puis hte grandfather over to the 
screen ond pcouoty lummons up a afcp*oY or 
his achievement fatings. He's doing wet In 
everything except cMc* 

tcr*w h*odr& t*'t fr* Poo iqitony to 

Nm to hmpt+n trough*. 

Bock home, he tefe the stove to cook the 
ch* ond then put ft on "warm." Fred arrives at 
5 o'clock— loowng haggard, reappearance 
worries Hucfi. who fetches the "Ke signs' 
bracelet his wife used to use. The bracelet 
indicates that Fred's vital signs are m the 
normal range, but Hugh remains uncaforlnced 
that Fred Is up to going to the game. He cols 
K> the game agency on the screen and 
trades In his two tickets m exchange for a 
home viewing of the game. Maleng the last- 
minute switch costs a premium, but Hugh 
decides It's for the best. 

Mpyt*l$hauklc€nikto g 9 miQj M 
four-game package after off. rfbe 
e aefrf artftfd And. h*f. rm oat 
getting any ycuigir my*. 



o 

ERIC 



■72 



67 



THE PROFILES 



to tho tort intorprotoffon tothotoid 



1V-*M00uni TV* havo ovohod to comWho o 
numd#f of dKfocont functtoro, 
mctxlng ' v4doo phono.* vtdoo 
c*p*ay» of iVS5mx3<too. and 

to tho«o con****) TV-\idoo~ 

C* *TVt.* *TV<\4dOO»CfOOn»." 

"•croon*/ ofc 



*>o u«Wy TV-vWoo unH* hcJuda on* of 

mxxo utttv channoli mrough 
w**cn to occo* vartou* v*J©o- 
basod rorvico*. iuc^ a» vidoo 
dOptay»d mtaTT>attc¥> about 
job* 



ho And* tour 
gomo* 



tho two tick Oil 



ctwclt oround 



OCtMNotOt 

mochtfch 



*cr#onc**1* VTowtng a f*>n-ichocMod 
h«A program from a scarfs r«w» 

*oMco. Hugh n fttomjptod bv h* 
ooughtor * cc* ho tu*pond* tho 



•ho ioo***od 



ihaoV* 
-natf 



ihor*'* q i.*voo omp*ovmont ogoncy 

worta *f<* on •ojoctronic unton 
rxifr , b^mc*ac<Jv<incod It t#Oj 
whoto mo job* aro. and ofowi 
him to appty imtontty and got 
cooftrnxjnor o* h* cai Tho 
agoncy * computo* "knov V ft t» 
Hugh co*ng bocauoo ftrncoa- 
nt?o$ mo numb** from which ho 
co*od 



*c*son 



utmy chopmo* a*o oeco**o* a 
wtdo rang* of ontortammont 
sorvtco*. Inckxing ticketing for 
ipoftt fcvont*u*uatyofte vtdoo 
bocfcgr ound w ormafton K 
OMirod. m mo coo. Hugh 
chootos to vcatch No 'frooro*' 
mo ttcfcottng x*vte» In mtr>tran*- 
cjction and Co* Frod. tn»v bath 
aro to viffw tho samo gamo 
information **mu«anoouir> a* 
moytafc Hughtoi*moTV-vtdoo 
untr* t*jft-*\ prtntor to print out 
m* tic*** ho ha* just ordwod 

Many fotolom *t fhot product* 
ond pflco* oJoctronicaty. 
maMng It oc*v to do cemparo- 
tfvO ^topping dkocity in one's 
ownivvno Agam Hugh *». 
peods a trarooctton m ordor to 
got rnaro inf amotion doo*ho 
wont to <*Vo to tho staro. and 
vvmochvchattho*amo 
timo. of umpfy novo hj* mor- 
chanefco doifVofocr? Tododdo. 
ho comutti mo o tocfto nic 
chuich calendar of ■vent*, 
another (torn on mo uttty 
channel 



Cheeking 
•cteentor 



PMHthO 



dtapfciyof t* 
ocNovomooi 



tpoiigni- 
bfocoJol 



taadodinnto 
twolotioti 



tov<ow to loo and *afc wlfh nor 
ho Know M wai #>o oalng. 
twood on compoNf PocognWon 
of hot to lo pno no nunbf 

Tho v«oo pnono'i pJctuo k cAp 
and tap cnougTi to lot Hugh 
too mo tongpo m ho daugh*of$ 
roc«— and tho M«t1no of h» 
grandion'» cOplano. 

Smart tto* too* o Mmoi to 
dotoct **>on to p*ofoct an »om 
from ovojeoottngi ^ and 
othof 'imort* ofiptonoo* can Do 
commandOd fcoiTj a dtatonco— 
p.o. ov»f phono Im 

Hugfi can con*oi mo dogroo of 
mfofTnafabiXy. Scrooncan 
rscotvo mbouvs caox coping 
omofoonctai onty to ponofcoto 
omof caMrt would Do tow that 
Mjgn k io3vc*awo. pioavo 
>oavo a moiojgo. 

A dfcp*ay onfnotexoon toil 
Hugh who ho» oaBfd. at wftot 
nrr« r lotftng r»n ro%«ow tho 
mottogot in whatovor ardor ho 
prsfoo. Hm m oMag — may 
como in vartOK tocrr* volco. 
vldoo; oJo ctw riJc man 

Tho otoctrtc car has a bu*-n 
9Ofr<otogn0f4(c» unit that tavm 
tawng tt fo a tOMCO oontor tor 
trMatpmDioma 

Hugh* grandton iw tho 
hotoohoto icsoon to aocoa tho 
•choor t ptjaic data baeo of 
ctcodomic focordi, Sfucton* 
may oDtam tUormg MHP m# 
fam of ferny vtdoo* or *|yo* 
ottWonco (rom toxxchoacn ccf 

Tno mojg>onj^ ooMco chocto 
paw and blood prooiufo. mo 
loot may obto*i a mo*o irv 
toimod dksgnoM by eoflng mo 
doctor '* of«oo and tooolng tho 
bt ooo i oJ information ovot tho 
to i ophon o lno» 

9ocauw tVod k not up to 
attonomg too gamo. thoy «ioc- 
twrtcoJy cojh In mot icm m 
•xchc go tor a pay-P*-v40w 
mowing cf mo gamo Hugh w« 
bo biod ovtra tor rnattrx) tno 
latt-mtrxjto chengo 
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" c=a Age ?o 

outttrtfti ot WSrnmgtoa Ofltowowr, 

63 lowo* -n^W* **>Conr># from tmptoyTrwrtt at dofcv^v 
Onvtf tot toco* marmfocKw. 

C9 Dfd not tafth high (c^>ot Hope* to tak* ucfvorrtQQO of 
cofryxmy troftfng in oecje* to trrorov* carte* proioecti 
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» » T H E PgQFU' S 




Tho aform CJock rings of 5 a m He hits the 
snooze button, which wW let him sleep for 10 
more minutes wWfo the coffee is being mode 

&ppmg hts coffee, he ga/es ot me irttte 
otf»ce monitor screen resting on the kitchen 
counter. which rs aispJaYing ht$ schedule for 
'h^uav Hovjog formed a qufck mentoi 
picture of where he s gong that day. he 
changes me channel to the sports station The 
fhiiodofphtQ ?6ers wrB be at home this week 
end playing the Knicks— a great matchup 
I he announcer offers a limited time ticket 
special Toby hesitates, then shrugs and hrts 
♦he * order* putt on on hts remote control unit 

The work ddv begins wrth art uneventful 
dnve fnto town Once at the depot here 
mote- starts h» rig ond men checks the screen 
fo» any schedule changes He notices that he 
f kk to go to c»os$ We fhts afternoon— a!l the 
wav across town from his last ae'rverv He 
anves to the warehouse to ok; k up hts lodd ot 
deliverables for the day The wore? -ousets 
jammed a loader conveyor has d»ed. and the 
repair technician ha$n t yet arrived to fw it 
While waiting. Toby ponders whether the 
company $ retraining class wtH reoliy give h:m 
a chance at odvoncement 

pay. but ttmy $&+od almost at much 
ttrn# of* m# rood a$ I do. Andwhf* 
do I go from ttw? m+otdmon wat 

WKlf*w*houkih<wd(OMHdout 
OitChOOl 

By 7 30 the loader is fixed— out now tho 
freeway <s mobbed The depot screen shows a 
traffic mess on o?i good routes except Poute 
40 ar>d the truck ban there won t lift for 
another hour Toby resequences the deliveries 
to mrntmue hts rood time 

The first two stops ore regular customers 
The third is o new customer whose location is 
untomiiior to Toby using the truck computer 
he summons up the map function The routing 
system suggests he take fcoute 40- which by 
now triicks may use 



The momtng proceeds apace At 1 1 30 he 
stops at a gas station, getting out to stretch his 
legs Going to the videophone booth he calls 
his wife. Conn*, to consult about plans for the 
evening Yes she says we re gc*ng to little 
'oby's soccer game tontghf . ond yes. B*ll QtKl 
Bonny MtKor wiU oe there too 

He can see that Conn«e fS busy pufhf>g 
luncn on the too4e foi Toby Jr so he doesn t 
imgef Next he calls Arby s to see what the 
lunch spec*?* kx>ks itke The roast beef looks 
^oo good to pass up. he orders it and returns to 
the truck prckmg up h« lunch a few minutes 
mtef at the dnve through window 

He finishes hts remaning deliveries by 
3 30- which should mean that he has plenty of 
time to get to cfass Fr. route to the framing 
center however Toby tecerve* a warning from 
'ho computer a* stalled traffic ahead it seems 
♦ha* a truck lockknifed on the budge 

Toby calls the framing center to let them 
know he'!! be late Tho instructor tells him to 
listen to me class over his truck speaker and 
p«-:- ipwhathftcon Ihe lesson. Baac Robot 
k i Maintenance. t$ interesting enough, but 
T. »py wishes he could see the the graphics ar<j 
a ograms to wtv^h the instnaitor keeps refer 

Ss tn*, *"* to traffic ftnoify starts moving, the 
class « almost over, the instructor agrees with 
Toby tha; mere s little point m hts trying to get 
to the training center thrs night Toby can finish 
the lesson at home me instructor will efectrom 
colly moil the graphics to hrs home screen 

The workday over. Toby goes home to a 
auick dmner Even though the boy loves 
macaroni Toby. Jr (S —as usual on gome 
ntghts-HD'rnost too exerted to eat 

This time. Toby $r fee's much the same 
way He hcB been wart^ng for the right ma 
ment to try out the new Videocorder hts 
parents got him for his birthday He knows 
tt*ey h be tnrtHed to see the* only grandchild m 
action on the field As for himself . he can t 
wart to ptery with hts new "toy " 

Toby ana Connie enjoy the game in the 
company of 6»« and Bonny, whose daughter 
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Taml » c*k> pfcxvtx). After Tarm tcores q goal. 
Bttnett* Toby mat hlmc^e ^ftcin Jc copy of 
thrvldeo. 

Sack horn* from the game. Connta* ih#p- 
hot* Toby. Or. upttak* foe hi* bam and pojo> 
ma*. Toby. Sr. Hpi a beec whle watching the 
tot* new* then, during a commercial, de- 
patche* copie* ol the video to hit parent* m 
Alabama and to M MMer OOM the way. 



Toby ooep* « the luejrloueY kite hot* of 
7am C^xvile greet* him w^c«rf?ee—<x>dr^ 
mina* him about the yard work, the wa*hing 
rnochJneleak.ortftt>e76ertgc*neth* eve- 
ning. 

After breakfast. Connie tettte* down In 
front of tho v«eo laoon m tho Ufchen to do 
ftwgFOC«fy*applnQ. U*ing the wand. *he 
quteWy *art* out fho tpoctali ot several local 
Mjp«martt » ^andcon>pit>h»»fct. It turn out 
that ft>* Safsway *to*e on DuPont Drtve hai 
most of tho tot* leaden »ho'* interested s\ she 
tone* he# entte ord*r let there to Toby won't 
have to make a irop ot moj» than one store. 



When Toby come* in from cleordng ip ta# 
yard. Connie k»(9 him to>ow that a vlaOorUe hen 
come In far him. That would bethegraphJc* 
from the etas* yoiferday; Tony deckles to look 
<* the material tomorrow after church. 

Aunt Jessie come* over fey supper and 
stayi on to take care of Toby. Jr. »o that Dad 
and Mom can go to the ?6eri game by them- 
selves. Bock from the gam* by 10 p.m.. Toby 
and Connie InvOe her ta ftay on for a movie, 
but she decmes, cflng h*r concern about h*r 
cat*. Toby sugjiestafocotkxefy that the cat 
tn#m up and order them to stand In front of 
tho videophone to she can chock on thorn. 
She toys she would—* only hoi cat* wouW 
obey her In tho tfcst place. 

Toby anr 1 Connie decus* which movte to 
watch, ftrv setting on Michael Jackson'* 
latest pv ctton But fcit Toby give* h* 
parent* a col to tee what they thought ot me 
video of Toby. Jr.'* soccer game. 

!he Wke took /loppy; Morn took* aool. 
I knew yi ey'd be mod ah me JT / <*»>* 
put tftat VMeooowlef togooduee 
pejeyeoor* 

The new Mchoel Jackson extravaganza 
begin*. Toby, tired from he labor*. tVxiy etc*** 
he eye* and ttmpiy take* In the tound track 
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teiffie tact 



in the text 



Alarm doc* n wired to de*k> 
noted home oppeoncet, 10 he 
con tun on fh» lgrtt> end moic* 
the coffee w«fK>ut leaving bod 

ft * hcftotingfr common for 
compank* to provide me* 
•rnpkJyM w*h amdl TV»vtaed 
una* e*pec*a§y designed to 
*etve butfne** pUpOM*. 

Toby con occe* Womxitton 
from he employer vio me sen* 
curfomtoed TV video untt * LflHty 
qtxmnti 

Mary TV-viaeo femote control 
untt* hove 'order* button*, to 
mcske it easy for can*-mer» In an 
age *1w> a targe- jnd growing 
numbc* of product* are *okj 
dkecity over me TV -video 
sc r ee n 



loader conveyor The loader conveyor ■ a robotic 
hosded stock pieker and tooder for the 

fcuda mat moke the aeiverk* 



screen show* o 



QoJngtathe 
videophone 



The truck'* comptiter deploy*, 
on me lower portion ot trie 
wmdmieW. o tiartfucent map of 
main route*, *how*ng the btey 
route* In red. Toby &m he truck 
computet o verbal command, 
• Traffic Re-Oder.- whJcn 
prompt* me rrwochJne to re**~ 
qu«r^ ne detverte* a* effi- 
ciently a* pne^. gf ven the 
location* concerned. m» traffic 
pattern*, and avatfatte route* 

Pub*e videophone* are rapkty 
repior^ standard pubic 



fecerVe*a The truck cwnpute? rrwn/for* 

warning reokyKiittc^c«nolttc*>i.{ta*)o 
'know*' Toby * location ond 
cSectinafton Cros*-feferer>eing 
the ta>owk*dge. tt can warn him 
of bnpendno roodbtock* 

Wentolheckaei Tooy can l*i*n and respond 
oroty to the training from he 
^ruck ceMor rodJo Motion 
video* and compjen graphics 
ore rx>tcfvoiab»eovef ceMor 
inks o\ie to boncMdm mvts 

eieckonlcaty The Instructs* sends eopie* of me 
maifhe grcpnfc* to Toby'* home tor 
graphic* vwwma at he ««ure on ha own 
TV video screen 

tne new The portable video camera of 

Videocorder 700b tj. a common consumer 
item, tnough ft range* wtdefy m 
quaity. capabtfft**. and price 

tfspafche* By sending copies of me video 
at rtgnt. Toby may take advan- 
tage of the cheaper overnight 
*bu* rate** for video trommfc- 



U*sng the wand. 



Connie scans me video deploy* 
of vartou* supermarket*, looking 
tor sole* on (tern* she neeat 
Thank* to tho wand, the doe* 
not need to do any typing or 
hordwTWng of a 1st ueng ttvo 
wand, a *mal metol device, she 
powi to thing* she want* ond 
store* a note of them or. her 
Own electronic HI 

Most famfta* have accms to 
tat-run rnovk** and archive* of 
prevtoo* work* 
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[FRIDAY May 3 2002 



Lenny darts down the stars and into the 
kitcnen. me dog just ahead of Nm Me poos 
orange ,Mce as me can of dog food rotates 
under me etectnc con opener He feeds me 
dog and dashes upstairs without pausing to 
dnnk 

fcfcft do. of r# o* ov#r. 

Thus begins another typ+col day tn the We 
of o fasttood manage 

Tiffany is watting at the Dattvoom door 
when Lenny comes out. they sign good morn- 
ing to each other . and he kisses her on the 

Back tn the kitchen, ne swttches on the 
office rrtonrtor that perches on a she* to a 
Tioment me screen displays the logo of Fast 
Cfvck inc . hts ernptoyef. 'What's happen- 
tng^" he says and fufns to Ns orange juico 
instantty the screen displays a status report of 
conditions at me 24-houf-acJay lestouront 
Whrfe downing a bowl of cereal. Lenny scans 
other pages of the doity report, such as 
yesterday's total sales, inventory status, fore- 
cast of today's expected usage, and h& 
employees work sohodties. 

His wife. Shono. joins Lenny m the k ft then, 
and asks turn ft hen be at the restaurant at 
day. she rrxght want to reach him He nates 
that she con afwavs get a message to him est 
me restaurant, so what's the difference? *l lust 
may want to see you# face, that's a*.' she 
says He jhrucs art her nrvyst^rtousness and 
prmts out a copy of his daffy schedule tor net 

DeWtt enters the krtchen. Immediatefy 
calls out 'What's napponing?* wtth great 
pomp and starts toughing Obediently the 
screen displays me restaurant status report 
ogam 

Lenny bKJs on goodbye and drives to work 
He reafees that he Nfcet having the office 
monitor at homo the stati a report gives him a 
fcttte entrance warning about the shape of the 
doty nurncane at the restaurant 



Mtotng m**e ffvan gerting to *k* 
ptoc* and toatog two ftuodhtd ang*r 

flfteJrftvncftMeJL That mem ma* a night- 
moemlhciday. 

n was the Cub Scouts incident that had 
persuaded him to msta* the office moortoi at 
home, over Ghana's obfoctton* that he was 
letting work Invade their prtvato fcwoc. But now 
she's used to It. and Ifces being able to keep 
track of Lenny s whereabouts- The screen 
provides one more way for him to communi- 
cato vfeuaAy wtth Tfffor»y And DeWltt sti gets 
a charge out of the vc^ce^tfvatlon feature, 
which he shows off to every friend he brings 
homo. 

rt's a fafrty normal fast-food dev. wtth me 
usual assortment of minor crises to manage 
two people don't show up for work, one of the 
milkshake blenders breaks down: a customer 
demands a refund because there's no lettuce 
on his sandwteh 

Another customer wants to be assured that 
the chernicaJ odaWve MSG is not present in 
any Fast CNck food Lenny leads him to one 
of the monitors In the krtchen. which displays a 
kst of a* Ingredients Jo the food He offers to let 
the customer send an electronic message 
<. <*ctty to fast Chick neodauarrers !n Dados, 
but the customer Is assuaged and retuns to his 
table 

In between trips to and from the front 
counter. Lenny performs h& other rnanagerkal 
duties from the relative quiet of his ittte office 
using the big screen to moke necessary reports 
to corporate headquarters 

On deae*ne to finish one such report, he 
tofts the screen to 'hold cats.* which prompt? 
me system outamattca*y to divert oi incoming 
colts except emergencies 

Often Shana wi cat him at work to tel hfrn 
about some new medical development that 
she's heard about She Is conjtantty watching 
the hearth shows in search of new treatment! 
for me deaf, one when she finds a new Item, 
she usuofy can" wait to share It wtth Lenny 
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THE ULS&Ujfr 



Carta hand f to fiec Jna* tromon ntm 

But feeing presKjred today, he decide* 
mot any *uch col can waft tf offer hours 

Moment* later, a beep from me screen 
full him on emergency col has com* m. He 
Inte^upt* writing his report to to*© the col rt's 
Snana#*look*«xc*ed. Suppressing h* an- 
noyance, ho asks her wWi up. ShanasoYs 
mat Tiffany h<» something to tel him. Lenny * 
doubter than appears on half of me spit 
screen. Trffany fell him the now*, her Angers 
signing so tost mot he con boroty fotow: she 
ho* won a ful scrv>rarshjp to Gotoudtf univer- 
sity! 

Tear* are streaming down Snano t cheeks, 
ft's a dream come true tor he* She starts 
toughing however, as she informs Lenny that 
he. too. * crying 

(lorn about, many mutt how bio 
expecttv a caff torn fie unrYersffy 

Jodoy. 

For a few r /*xrte* Lenny And* hrmserf utterly 
unable to work. He reflects on al me anguish 
they've endured, watching their daughter 
struggle with her handteap. He alio considers, 
wtth pride, the extent to which she hostiv 
umphed 

rm fltod she *sm twm *Oen me was If 
jftetf &eertfiajfttoi>0O*tdty,rf*etf 
prooafiirVfta%«#>efilfter«tha 
mocMrte sbosx ftepoor otof Asjnf JutOx 

The rest of the workday posses quickly, 
eager to get home on time. Lenny consults the 
traffic report on the screen and men conv 
rrex^ his monitor to "sign off " 

At home, a* ore abuzz over Tiffany* schoi- 
enhip. Shanahoscated *lefl message* wtth 
every rofcrttve she con think of. and Lenny sees 
Uncle Joe's face on the Screen when he joins 
Shano and the kid* m the Mng room. 



Lenny greets Uncle Joe and asks hJm how 
thingi are gang m Detroit "Same." he says 
"Congrats to your tftte gkl." Moments later 
mere's a knock on the door, someone aotver* 
a oauquet of flowers and o pizza "They're 
from me." says UncJe Joe wtm a smie 

Lenny and Shano agree that they must ao 
something special in ceietxottpn of tiffany's 
achievement tiffany indicate* that she would 
tove to see a show 

They consult mo screen to find out what 
major events are taking place m town: oxhtot 
tkxis. concerts, balets. meortre. The easiest 
rout* Is ta go to a movie that's cap Honed for 
the heartngHrnpalred. but that's too much like 
what they do every day at home. OeWttt 
argues m fervor ot going *o see his ravortte 
band. Wry Niry ond the kvtfference ("great 
stage show.* he says), but he is fkmry 
outvoted. 

Dance is Tiffany's passion, catching her 
attention is a preview of the Senegalese 
rxxttonoJ dance troupe, which performs ot the 
Kennedy Center tomorrow night 

Though they've Ked for years In Washing 
ton. none of the famtfy has ever been to the 
Kennedy Center. "That's horf the reason 
Tiffany wants to go." Shano says 

Lenny requests reformation on me Kennedy 
Center. The screen dMdes. one srde showing 
a foattnfli layout for the concert hot), the other 
side kttng the center s schedule and seating 
prices. He orders four tickets for Saturday s 
opening of the Sertegates* cte»>ce«. choosing 
the best seats In the house, and orders mat the 
tickets be printed out on his home printer He 
pays for the tickets by debiting the money 
dkectty from the fomfy's vacation savings 
account. 

Oft wvff— Iftfc Is an important occanoex 
n* 1 aoKMinge up a tow bucks toe 
waeoJtart Jatsv. 
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me only octMty that hod been scheduled 
for fh* day hod been DtWWi soccer gome In 
thecitfemoon. The Kennedy Center ticket*, 
however, promtoe to make rt a somewhat 
hectic day ctt#r ql Shana wants to make a 
tame* occaeion of ft; she books hen** and 
Tiffany for the hok dre e ser . and orders corsages 
from me local florist aswel. lenrty irons hit 
belt suit and. otter several threats, persuade* 
CeWNt to Icon he own. too 

Lenny take* DeWttt to hJs soccer game ai 
mewornenaotomehardrenei. DeWtt turn* 
out on excelent defensive pwtomxjnce: 
during me three auartofi he pfayi. he nx*« 
^ -jqock) Mooting tick*. He. team win* But 
now it's after ftoe octodc me dancers start at 
a .00 Lemy nucHesDeWttt mto the cor and 
they drtve home without delay 

norma? day tun Oettft doe* on mm 

$OCC0T ttid 



The apartment to a fluiry of octMty Lenny 
and DeWNI shower . area, and eat sand- 
wiches, me corsages amve c* Shana put* on 
he* scarf. NTony engages In severe* more 
eicctfed videophone cote. The dog ws m me 
Wtchen and borta. demanding hit sepper 
Lenny teei Shana he wonti on electric can 
opener that's activated by the dog s borttng 

They pfe into the car at 7:30, At 20 minutes 
fo eight. Lenny checks the car's monitor tor 
parking at the Kennedy Center, ctecovertng to 
h% chogrtt • that the paiV^g lot akwocty M 
However, partdng h stii avoBdbie ot the Water- 
gate Compisx neacW 1 enny heads for the 
Watergate, leaving tr» car tor va»et parwng. 
the tour make a mod dash through the hotel 
and arrrve at their teats in the Kennedy Center 
with ftve minutes to spare 
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In ft* f**t 



****** 



» your foe* 



3nc# hto dourttar not 0**n 

v***hov*lorga90nx***f#d 
rrwrtoati^nkiXJUW wt*n* 
•ocond no*** to to#m or* 
»na**r to both cn***a 

It k lrcf*a*ngry common tor 
companj*! K> PfOMO* ftm 
•mptcy*** *m imo) TV-*o*o 
ti^»ip«y o**Jgn*dto 

Th* oflto* monitor op*eat*» m 
port by m*an» or vote* oe<v> 
*on * tocognto** c*rtom tpokmn 
waeck at eamnoftdl for p*t- 
totnir^ cortah toKttoo*. Vote* 
ox^aHoc. btcorrox) cooynotv 
pice* tor many con**n*# 
cpc*co*x». v*arH* **1»fy m 
Mnv pf topr***cortofv L* . *xn* 
axx**^wlOf^r*coQnte*a 
tow we**, i/**"*d tv a por*a> 
lai «*0*tv: othot nwcttn** can 
unpritond o Iqcq* vocr***yy 

anybody 

*Shcro may vrtyrf to to l«ivtv 
on m* v10*ophon*. nth** than 
iixlng Nm on o tectro rtc 
rn*»OQ*. fof Inttonc*. 



hoi of ft* 



Mumptod 



pur* ou) a copy t*nnv con prrtf cny cio*a from 
th* oftc* manfor an lot bu»*i 



MWIII0NN Th* of** monitor *Haln*d* to 
t»kfch*n r«^c*>Otoonyvf*»--<iotMt 

tanny-fr-thef cafe out *whot'» 

hc*od*r*V?* 



Mofal 



R**>*jOTf*ar*{*0u**dOy tow 
to motn iPQtooiont inforfnoKon 

g**1h*lr #o irn c rttonbyphor*x) 
a ctftavront and aNng to hav* 

tO* rafMni IMvCl On JTw» 

hom« 7Vv*d*o i 



^ voic* oomnKrtd. L*nny to* 
r* ic***n to dM*i a* ron-om**- 
0*ney colt to o m*JK*jlng 



to Fart CNc* 



u*«t» 
UgtCfMO 



th* rortomant't otic* monitor 
con conrrMicat* ir*tan*y wKh 
th* compavi Data* h*od- 
quQTtM via ftoekorte mo* 

lh* tcr**n Limy uMt at th* 
o«c* » o Kfrttotd 1V-*d*o 
tcr**n that comttntt all Of h* 
py*h**) factions vwthth* 
normal how m in txve&om 
(•a.. TV. foato. v4d*opnano. 
•to.) 



Th* TV-%td*o ix* gf**§ vt*w*f* 
acc*ft to o vort nomto** ot 
proaromi. both g*n*ro) and 
**e*affcrt«ra«f. tyid vortou* 
woyt-Hncfc**. voto*-acttwot#d 
mojtct i*orcn. *tc .— to »ofl 
ttooY^th*mqU£tfy 

Th* rt on d ord TV-vtdtoo untf can 
dMcta Kitcroon Wo two or mot* 
ttcttooj tof m# nrrn^qntoo* 
oHp(ay otaVtvnnt imogo*— • g ■ 
tn# toco* two P*op*» v*tx> ar» 
catng a tNrO ponon 

Galawdtf . kxx*#d tn Watf^no- 
ton. DC. It on# of too *%o« » 

tor tno hoaring^mpakoal 

TWany hat Mn«(Hd ai r>or r* 
from a qrowtxi (W*>fr ot 
pfoawi and *y*tom« ddlgnod 
to hato tn* doat. Poroxampto. 
in* b ab»* to ocoot* o wortd of 
oducoMonat toMc#«. *>octoi 
coumomo. and o<t>or okji vto 
thoTVMcteoixA 1hohom» 
iomh makM it caiy to convnu- 
nteato w«n otnta. Hoc* iho con 
um iign lonauoQO c ottw vikk* 
cum ovoi mo ^ooopnono 

Aunt X*» wa» doaf at a tfmo 
¥<n*ntocnnologfco4ald»fo#tn* 
h*anYig-rnpa*od woco v*ry 
•^pomtwo or r»on-««»t*nt Th* 
tact Mvwro* fcrttod hot opftont 
in Ho 

It* »c*o*n dNpfovi o mop of tt>o 
dty . rnJcotmo oroat of traffic 
cangojMon. 

Unci* Jo*, caftng from D#tro»i 
on tn* vfd*opnon*. na» u»*d h» 
own > c r**n to iooot» a ptcto 
portor and Aorkt ti lanny'i 
nMahbornood. ar^J hov* th* 
product* a**v*f*d to Lonny't 
Dtoc* lmfn*djat*fy 

O 
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TTwi*uJlC50r#*fiioe*octoy , > a id a w o oiagq m U*nQ the Shona egn 

to team naw pep t * wa« aa nfl a r * q» look of th» oaiagaa tt» florttt 

ovateMa ft rated tact ore) hat to offtr b«*oc» mofemc 

ttsaotom UaMaofV»a**c* puchoi»ondafd*«^odt«««v 

can pick wtouQ»n»ocK «*a t « an 

a>c*wad maNctol and wquaaf tat Th#c*a* oswncc*. oonc*.t tv* 

era* IntoRnollon whan thay pcaldno managan. macchon*. ate .. 

wail V. tpomof o parting toccsfo* *«\«ct* 

mm toaiKouogaconiunantovi* 

d tf iWtew Hnr*«w>o*Jar matter ma»p c a m Hai lt>j> eor monrtc* 

tiefcafc «v*ntotn#9*yovw ttwhrvn* <*P*av* avo*oW# podeno v*«tw\ 

wwa and Mht« )afcfc iy> trm ftwgarMraloraaolftaijaftf 
utfcJk>g** Kc***atr»awrtOf hnva 

lnampflnla<oUtcitham» Ha 
moy poy for ttw nc4»n au»> 
maNoctfy to any of awafal wavi 
Jn Mi cam h* daddai to idd hfc 
vacation «Mx» accout. 
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rs a stow news day; Hieana gets to leave 
work of a txvmal time for a change Sha toys 
wtth the noiton oJ indulging o Ittte shopping, 
then dismisses the Ideo and hurries home to 
jjnYny.Rochef. and the babysMtet, Gfetta 

Mbyte jfctf ** once I cart &*ik* 
fa** on Urne rmm*. poor INng, Sfte 
e^t|&H\*^to*t^mep«c#oo*K 

Theona gets home to find avetyone in the 
Iving room: Grotto *ngmg to Rachel, and 
Jimmy entranced in a video game Gretto 
reports that Bache! seems to have Kcfcod thai 
cough she had tag night; he* condrtton win not 
ieooardfee the famty's pkwv&d Wp to Boston 
ft* next day. 

theooo decides to hove dinner de*vered 
Sx> persuade* Jimmy To let her share the 
semen far a moment so the can order She 
cols Mama's Natural Diner and glance* over 
the menu troy; her eve Is drawn at once to the 
eQQptarrt parmesan Fo* the Was she selects 
the more conservative meattoaf and mashed 
potatoes combination. 

The restaurant order clerk knows Theona 
we* 'Having rt defvered. as usual? Von/ 
good, that'i be an extra two dolor b«ng to 
you video charge. How are me Wdi doing?" 

Fine, say* Theona. Concluding mot co*. 
she it eager fa turn to me screen's news 
crvroei. The election season Is at rts peak, 
and she wonts to see aM the campaign cover- 
age #te can. 

the Wds aren't going to sit stl for that, 
however, so Theona decides to get them 
settled in the playroom wtth o movie as they 
awatf the cntvol of dinner She scans the new 
releases at vTdeosfius. but nothing looks c*> . 
peoJng to Jmmy VTdeoCluto has Rombo 
tpiiode XXXI. which Jimmy immediate^ insists 
an seeing. Theona agrees, but firmly Insists on 
ordering the G-rated version. She otso or dors 
me vtew-and^suspend option, so she can pry 
Jmmy away from Ramfco wh#e they eat 
dinner 

WhJe the Idas watch Rombo m me ptay- 
room. Theona sits in the kitchen yeMng at the 
rnonitor as she scans the election coverage 



Soon the screen ts displaying campojgn cover- 
age from NY'TV 

Wow come frte Mew YQfk Jtatforw ftav» 
oetfv coverage of our toco,' issues fftan 
my own stolon does? / ffslnfc I'M send 
fihe bos* a memo about tN*. 

Jimmy ond Rachel run Into the kitchen, 
demanding a drink Theona stops the vrdeo 
flow to accommodate them Noticing mot 
they 're running low on mtik. she scons the 
carton past the iJstmokor on me kitchen 
counter before serving the kids. This routine 
action |ogs her memory, she giabs the nearly 
empty bottle of children 's cough syrup and 
runs ft, too. past the {jstmaker. pressing the 
•Remind* button m the same stroke 

The chJcVen eat their dinner hurriedly, 
eager to return to Rambo Theona forts to stir 
up conversation wtth them about the election 
and turns to the subject ot their trip to Boston 
on the morrow. This subject eftcrts only swghtty 
more interest 

I lav* ttmm, but I sometime* trtsr> / hod 
someone a Hfle cioesv to my age fo 
Pafkfo 

The Kid* finish watching Rambo. while 
Theona continues to browse over election 
coveroae m the kitchen She puts Rachel to 
bed at 8:30. allowing big brother Jimmy to stay 
up tin vt5 WJth me house flnaHy Quiet. Theona 
cafe her mother. 

Mother confirms that she'd be there to pick 
up Theona and tho kids at the airport in Bos- 
ton Then she clears her throat Theona knows 
mis means a lecture is coming Sure enough. 
Mother wants to know why Theona has not 
sent her more videos of Rachel, as promised 
Theona reminds her of her hectic work sched 
lie. coupled wtth the drfflcutty of raising two 
children by herself 

Mother pounces on the opening and 
begins ogam to suggest that what Theona 
needs is to meet another nice young man 
Theona warns her to lay off the subject or she I 
cancel the trip to Boston Seemg the tears 
begin forming in tier mother's eyes. Theona 
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apoJogfee* and tuns bdghtty to the sU^oct of 
the* visit. 

After tt>e caB. she moke* hetseff a cup of 
fea One© ogam, me screen t displaying 
news. Flitting her Hp*, she picks up the remote 
command unit and turns to The screen's utltty 
channel letting out o deep breath, she cats 
Compatibles Anonymoui. o dating service she 
hat used before, though not for month* 

Wo need to Mpaa#t my ft*, my ex- 
acfly *o# jane at f *ac fve monflh* 
aoa 

The flrst e*k>bk» bachelor to appear on me 
screen happen* to remind Theona of her ex- 
husband. Greg. At once she extt* from thf> 
service and returns to the news 



SATURDAY Novembfct 1*2008 



The chlcfcen awaken Theona at 8 o'clock, 
having already been up playing for an hour 
Theona hurries to put breakfast on the table, 
writhing she hadn't overslept 

Nowr*b*anMhtoth*e*poit.cM 



WhJe the chUdren are eating their cereal. 
Theona checks the screen for traffic delays on 
the way to Washington National Akport it ap- 
pears there wO be one major traffic slowdown, 
due to construction She check* to see if she 
might be better off flying from Dulles interna- 
tional. but the icreen indicates worse traffic 
jam* m that direction. 

She then switches to the wealtxK channel 
to find out whether she needs to pack any 

espeotafcy The Boston 'vearher report mov- 
cate* mfld temperature* through the week- 
end, with scattered snoweri. 



The packing goes sroooti *y. Theona fin- 
ishes with ampio time to sip another cup of 
tea She fake* the opportunity to glance at 
her electronic calendar for the next few day* 
to see what's coming up She notices that 
there's o reminder about the Renoir exhibit 
coming to the MetropoHtan Museum 

Oh, y** Giitkr k>Y*$ Rtrtokf an 
#o*y way 9* CtxHtmcm p/##ertf 
in advance. 

Having a few rrvnutss to spare. Theona 
cats the Metropoittan Museum's store to see 
what Reno* Cooks and prints ft has oatfottfe 
She selects two prints, chooses framing tor 
them, and requests that they be wrapped and 
shipped dkectfy fo Gretfa's address a waek 
before Christmas 

n»eona daydreams about how the prints 
wi look on the wafl of Gretta's apartment 

Gctita wff tove pkxyteg with dHtrent 
atvang+trmnt* on t*e $cx>*n. //Mi* 
$tm ought fc? go Info JWerfex deconsaog 
and oe dons with (f. 

The fight to Boston 1$ smooth and unevent- 
ful On landing, however. Theona begins 
worrying whether she'd left the stove or the 
non on Her mother upt*o*ds her for cftvavs 
bemg m a rush and forgetting things Wrrha 
sigh. Theona leaves the crvwren with their 
grandmother, goes to a videophone boom, 
and dfats her house No alarms are signaling, 
but to be on the safe side, she disconnects ou 
of the circuits except the ou^*de lights, refng 
erator. and heating. 

I wish you cSdn t have to n^jnoge that big 
novae by yourself, her mother soys 
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in the 



th# sctecn 



video****... 
VWeoOuP 



IheG-fOled 



*1tv-and- 



Th» TV-vMeo unr* *ptS-*c*een 
copdbtry •AObNw itwonQ to 
mnfce o vkleof^hone ca* to a 
local iwk&rant wMa ton. 
Jimmy, continue* to p*ay video 
Oornw on me urner ha* of the 

The. retfoxrant hat (opttonafy) 
on o#n*errure menu. which 
make* ftalme task* for busy 
tomSe* >o order from home 

Charge* for the food dafvery 
ore bled to Theona'* video 
charge— a gener aHx*po*e 
aedft orrortgement She coud 
hove uwd o debft account 
Many restaurateurs use vtatoo 
order screen* because even the 
home-detvery curfomen Hke me 
human contact mey prefer to 
see me person from whom they 
are ordering 

Many entertainment outlet* con 
be vttuofy ^irKio^^noppeo: 
VldeoaRu* tocuM* on children * 
entertarvnent and learning 

Most mau-morvei movie* are 
produced m a selection of 
ratings tor different audiences 

Not only can Theona order a 
pav-pei-view movie at a certain 
nme and m a certain version, put 
she con *e*ect me opnon of 
being able to stop the movie at 
any point and resume watching 
when Convenient 



grab* the nearly 
empty txrffte 



ytangallw She * using o vs*c*-octtvated 
mooior screen mat change* channels in 

occordance w*h her voice 
command. VVKh net normal 
speaking voice. Theona con 
difect me screen to dUptay any 
of counties* tojtcm of informa- 
tion connected to me pot*c 
network The screen can "near* 
her tine wtfhout her veffng but 
her poftical onmueosro get* me 
better of her 

icon* carton The Uetmaker. an irvrreoslngry 
poet Usfmoker common kitchen device, reads 
me bar code* on product pack- 
age*. otfdJng ffem* to the 
grocery shopping 1st Theona 
con print out her *st on paper. & 
send ft etectTonicaly to a store 
for the fi*ng of he* orde* 

me ustmaker atto can teed 
ctmcoi reminder* into a person s 
etoctronlc calendar—for in- 
stance, tettng Theona to pick up 
more cough medicine the next 
day 

more video* The making ana sending of 
Of toetreJ home videos l* becoming as 

routine as the sending of photos 

once wo* 

The vvjeophone sNgh-quakty 
image reveats considerable 
detad 

CompoNWeA Mmcnmoking services are 
Anenymou* among me many popolai vKiec- 

bessed sendees of the time fhe 
update my tie common approach is for me 

customer to make o video "Are' 
of herseK/Nrr*«f. which * up- 
datable at any time, and men 
scan me videos of others who 
might be compatWe partners 
The Customer can contact me 
potential aote m any of several 
ways o g . through the *ervtce 
ttsetf. or through an electronic 
mo* message 



teeing the tear* 
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In tie text 



MfciMayi Through hec TV-video un*. 

onto* way Tnecro c^cn#<*n>e frame 
condttiore a **cn & me loco* 
o*pofti and. depending ort the 
otrtne ihe hat choten. tt» 
crvafaDftv of teatinQ. tfc . fhe 
can **ttcM*H par* of depor- 
tee at m# lo*t mrmte 



lows pJoytao 



r ctam* Among me Infoirnatton w<vlc«< 
r#ad*v avaioiM* ovet m© TV- 
V*JeO »creen pre weather 
reports mat con rtra m on any 
region in the country' 



v**k> *etomg jnow* amp. ckh* 

vtowt o? p*OdUCt|— tn tMl eo**. 
prtnt* of mafterpiece art I*v» 
victoo tetaing iyst«m can tel an 
nquifing cu*tom«f mttontty 
wTH>mo* a product • m stock 
oecoiae ft mciuoe* on auto- 
matic inventory update ?«afue 
The rotating system abo tots a 
cutfomer bey reJated tervtce« 
sue n o» horning wrapp*ng ano 
mo»ng 0* Ov©* fr»© home 
screon 



No atfanr* ore 



GceUa *et to >edecx*o*e* her 
honw« urfna a oanvnvctol 
MMce *>crF pretend a \«PO 
'mocfc-a**" other home, 
netted and decorated m voioui 
<*tjyi oceordfrg to net tatfe. The 
imoge proceeding tentae 
reqi*e* a video record at the 
f oo*r* ^ auedtan. G^Oo mod* 
that record vrtfh her vtdeo- 
eomeco The potnt of me terv- 
4c* from the itli rHr*' porni of 
view. • to Mi \xnNue. capett. 
drapery, etc.. but many cutfom- 
ea j*t*Vv enrcy txcwtf >g 
nvougn thete nrgrvy moMauc*- 
ced * vioeo cotatogV 

From the oAport m Boston. 
Theono can col net 
townnotee $ central c*e»Jt . 
control Once the fv*Hemno» 
vaidaC»d he* laer^fcarton 
rxrnoet. rt aVowt her to turn 
ctcutti on or oft. o* tf^e wehet. 
from o -emoto location 
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TUESDAY June V Hv9 



S>e wokes os dawn bogris streaming 
ocrosstho skv Tho chfldren are st* f^*ot, put 
Jay has c*roody left for me office Mopefutty. 
she switches on the screen m the podrcom to 
soe if ha has toft he* a message He has. She 
bnehos hat half white watching tvm say pood 
morning to hot on trie *craeci. She^ggfosas 
his message t\ims fomar.tic. she p*ays the 
messes ttvough cigori. thenefcrsestt. lest me 
ch**en should find H. 

She begins her morning household routine 
by setting the temperature and s^cunly con- 
trol* for dcrytime last yoo* 5 wave of burgkj 
nes in mo area had nea/ty convinced joy to 
see* a {oo transfe* and rekx;ation. but tho 
secuity system oJfayed Joyce s foa/s suffi- 
cient mat ho put the idea aside 

Joyce ond the kids ore watch ng the 
today Show ove* breakfast when the progroo 
$ mtefTupted by a flashing message from jhe 
school classes hove been conceded mis 
rnorrwng due to o malfunction n the budding's 
ventilation system To her surprise, the kids are 
less man enthusiastic about this turn of events 

hav» ch*+c*d. 

The morning shouWn t be a total oss for 
the was education. Joyce dectdes She scons 
me video menu to* some surtoc+e programs. 
pHrkfng and locking m one entertainment 
video, sandwiched between two scier»ce 
videos from the school Horary 

With the chiidren occupied. Joyce tokos 
core of me morning dishes and vocuumtna, 
They'S have a cassetoJe tor dinner, she re- 
moves from the freeze* a dish she hod pre 
pared last week, puts It m the oven ond tefis 
me stove she wonts to serve at 6 30 

Joyce is the household money manager 
An ad m the pope* about investment services 
reminds her that she wants to look tor artema- 
trve ways to hondte the* savings account 

With the children watching the llvmg room 
screen, she uses the screen m the den to Shop 
to* cettflcates of deposit She finds two CDs crt 
an attractively high rate the background 
record on bom institutions appears sold 



Before mo vino tne cash, she dectdes to 
Check with Jav ? o ask jf he s seen a better 
aeai She calls him at his office and share* the 
financial mlormatior i screen with him " Sot ir »ds 
great, honey let s go for it * ho says Then he 
excuses himself noting that Tmon my way 'o 
0 meeting * 

As soon as she disconnects, she »eatires 
she'd forgotten to tell h.m something On 
calling nocic sho is notified that he & awuv 
from his desk, please leave a video messag*. 
She repkes to his morning *"deo greeting oi -a 
marks it "confidential " 

/ turm cfon't wont hl$ boss to see fnaf 
one 

Then she rmgs eft and completes the 
ttonsfer of then savings ac c Ount cash into* \ *v 

'ihe figures tho children must tx? »nto 
mischief by now — but finas mat Thev «e '-ti'i 
absorbed in the video on genetics 

rr>cf"# g*#of. vu cotf Mom so w* con 
start pfanntiyg tot fne ramify o*t- 
togmtfwt ovw fourth of Juty 

She returns to the den and coils her rnothe' 
m vemiont Mother suggests they inc'ude her 
ststei Judy, in me conversotfon. ynce she i 1 t o 
coming m from Chicago Joyce calls Judy at 
her office, and the three proceed to discuss 
holiday plans Soon thev re raughmg aoout 
metr htia r »ousry disastrous family reunion ot 
1096 me year Judy tnvited all of her irviows 
Joyce's srster notes that she still has a video of 
the occarJon Mother shrieks and Insists Judy 
transmrt her a copy at once 

Joyce, meonwhtte. recedes a»>other 
interrupting message from the school An 
classes ore suspended for the day. but the 
school wf& re-open tomorrow on schedule 
teachers will be dispatching assignments to 
their pupils in a few minutes 

Joyce s mother conside'S ttvs arrangement 
grossly unfair to her grandchildren, saving thai 
the school should amply let the kids hove the 
day off Joyce decides to exit on this note 
and turns me call over to Judv 
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THE MOFU6S 





School assionments for the Wds antve on 
the screen a faw minutes teste* Joyce doesn't 
bother to pont out copies, knowing that the 
kfds cpe out* comfortable doing me* home- 
work direcfty on the screen. 

She mokes them soup and sancfwiche*. 
then return* to tne den to do hw aerobics 
section She has found that she pcefefs exercis- 
ing in the rrtddJe of the day rather than beta • 
breakfast, as she used to when Jay didn't 
hereto pet to work so eorty. TheaefOWci 
class over . she goes to me kffchen and 
switches the screen to hex gourmet diet pro- 
gram She eniays the recipes, which are both 
inexpensive and low-cotorfe. and she finds the 
chef entertaining. 

Her current diet seems to be working, she 
notes with pleasure. She finds that she con 
now tap Into that maroon dress mot hod been 
too tight tost winter. 

This discovery prompts her to nave a look 
at Hecnt s video catalog, and this year s 
winter foshJon*. Her eve & drawn to a porttcu- 
kx coaktoJt dress, not practical, but why not try 
ft on anyway? She skr* iotes the dress on her 
electronic mannequin, and turns the manne- 
quin around slowly. With a frown, she decides 
she needs to lose two or three more pounds. 

She wants to go tor her usual afternoon 
wo*, but it's father drtzzfy. and she isn't sure 
she should leave the children atone anyway. 
m$teod she cote her frierv*. Safy. tor a cnat 

She ncttce* $a*y * red, watery eyes and 
as** if she has interrupted Safy'* favorite soop 
opera. Safy say* no. she's been crying be- 
cause she has a bad (Kmatihm: maybe a sinus 
infection. Joyce urges Safy to use the medBcal 
channel and see If she can get some Quick 
advice Safy says maybe she w*. though the 
pom s not as bod now 

The worst thing. Safy says. Is that her hus- 
band. Tony, was going to take her to the 



symphony and i>ow they might have to can- 
cel. She'l miss hearing ihe Magic Rufe. her 
favoitte Maiart piece. Joyce (erns^ Safy that 
sr>o can always catch the whole pertomxr^ce 
on these >en later. 

The kJds have finished the* hornewoefcand 
turned R m already. Impressed, Joyce gfves 
them a treat, then buncfes them up and tots 
them ptay In the backyard a wh*e. At 4 
o'clock she Joins her bridge cM> on the 
screen, playing for an hour. Her game ccr> 
ciuaea. tf>e decides to chock tt*» eiectrooic 
maf box. Scanning the kt of Hems, she notes 
that they've just received thekajxvtecV 
dMdend on the tameV stock occount. 

/wanotof fttMto erases to ffteaefer 
im to buy our yachf fmi. 

Out of curtosfty. she inquires about the 
balance of the stock account. tTstdrfrorn 
enough for a yacht, of course, but she's 
pleased to And that it's higher than she 
thought tt was. 

mee*n^es>ondc*T>s*acWjp. 

Jay arrives home prarnpffy at 5:30. She 
mokes him a martini and lets him unwind in the 
den. •nk^ying his news menu Thesoffude 
aheo^hesps him reJox after a day s work, and 
she makes a point of k eepin g the kids occu- 
pied w*h video aames during this hour. 

tr*fcrot\ho»cirtfw.arK!thert 
turn to the* toys mi other ontusements. 
Joyce and Jay Inger at the table in conveac- 
tvan.finafy rising to put the chldrentobed 
Soon they retire thernselves. Jay suggesting 
they catch a movie. Joyce proposes the Tom 
Cruise remake of The Old Man And The Sea 
Jay sayt fine— and orders the R-ratod veoion 
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to ft* text 



tot* text 



intetptetaNon 



lefthero Her rxeoond. Jay.iecvwo 

m »wog> video of h*T*#f* groetino ner 

pood morning. 

temperature Tb* home to eqUpped with q 
ond wcvty wrott ttterrnotfat mat appte* a 
eon** conrou of temperature »#mno* 

appropriate to me Wma of day 
TN* system kNpi the horn* 
comfoffafcte. whte *av*>g 
energy Tr* secijrtty system 
includes oicrrni mat notify the 
poico oxjtonvjtteof/ if on 
unouthorbed person or ten 

message from The ichoo*. wh*ch may at any 
meicftooJ fin^ry-ed to teach parent* in 

an emergency, can transmit a 
* Wank»t* message •tec**orrf- 
c a*y to the icreen* of at porenti 
whow*htoCtesonotttied An 
outomatk: *gnqt w* tet me 
school which homes dkl not 
rocetve the mn«ag«. authortttet 
wH fry *o contact that* parents 
m another way 

■ulabte Joyce has a degree of control 

program*. eve* what the chtdten may 

picking and watcn.ondnotoccotttoino 
locfctog m school K*ofy'» extensive video 

rejection 

tetelheitav* VWhtt^towcnofoconlToi 

pan* Joyce con tet m» stove 
to defrost a dHh. bafce It untt 
don©, ana keep r wcm lstn 
secwingttms) Som*. stove* can 
perform thate function* via 
v<o*c« cc*nrrxjnd* 

•hop K* The screen* a shcpp*>g 

cer*Bca*e* renter for. among other tftog*. 

flnanciaJ service*. Joyce can 
background compare the latest rate* of 
record nxmy r*t«v/ttont QtrfcWy. and 

view cOOtc irtoomatton aPout 
me rstttuttan* asset*, etc 



leave a video 



fc o rete t «MnQ* 

OOOOtflt 



video on 



Joyce can thaw her hmpand. at 
the ofilce. me tame screen of 
*>tarmc*on #>es vtevtigat 
home In the den, and they can 
decus* the Wormalton whie 
fattna to •ach other. 

Answering machine* con record 
ths picture portion of a video* 
phone col; or. ff a person ■ not 
cgHrsj a KteeneqUpped 
nhprv Umpfy record the «.x*ers 
.o*ce ?r*» cote* a»o may 
*x*catemo*oco*k VMn*derv 
flat." 'urgent/ ate., a* a sJgool 
*# to mtotm the receMng party 

Consumer* can conduct o vrfde 
range of flnandol tianiacNon* 
mtf an tty over the* home 
screen* 

m her supree ot her chidren's 
rttere** in the science video, 
and at the* reluctance to itay 
home (torn school Joyce 
betray* her age. Thank* m part 
to me *c*>h«*cated and coJorfm 
cornputer and video *y*tem* m 
the IvvC*. the fete between 
education and eritefto*nmeiit 
ho* Wtfted considerably 

wmat ha* UCttOd * t*te£iC£UFA 
quoftt. IMNghdelMNan 
tcteen convey* ft* more Wot - 
matton. m a mare coJomJ. vt*d 
way. man me old grany picture! 
Joyceiqr*wa»achid. The 
power of high deftrlflon knagwy 
ha* mode video an effect^e 
and v^d^ teed nrted»xn for 
m*tn>ctton m me phyiioaJ 
science* 

Th» three women can tafc on 
me videophone together tram 
three different rocotion*. eoch 
sjMring the other ?wo 
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the rwm 



m th# kwsf 



Judy konimfl* 



Send**© q vWtotop* ov* th# 
phco# m# it a kmpte and 

fOU«n#oetkxv 



fcmtto Even ttxx»gr> Joyc# stated ^ 

cafovw coi.ih*ciQ«in'thov«rocoo- 
c*xte*. Sh»con fton jte * th» 
bang <* m» coi to n#r mm o* 
any port, to that ih» can hang 
up qtkI lit hw Hi t* and moth* 
conttnv* that coftvtooNon 
unw*Tupted 

doing trw* Th* ct***o can a fut-cfc*d 

homfrwock k*>txx*c3 to* vetting ft*** 

aMJgnm*nt» on tt^« k:r*#n o* 
thoy can im o *wond.* a 
*rrvx»o.* of om#* rjcT*. a*\<c.et 
that •nobis a paaon to «nter 
information oo m» tcr##n nmoty 
by pointing ManyhoywnoVA 
do not have a W keyt>oord at 
oi Oth#r» do canmmwj can 
i/*o ttM* icmant at "typawrtt 
*a * wotd proc«**oa. »tc 

prttert Joyce can w*ect prom a hup* 

*x*rcJ»4ng nunb«* of •k*cji« and dtet 

programs, cheating th» cx»* 
best K>t#<J to h* . and watching 
m#m wh#n in# wanti 

HtcM'tvfcteo A* wtm a pnntto catalog, th© 
C Otatag contumw can v*w a vttao 

catalog at ho* own pace, 
fingeflng on Itom* ot HdppJng 
pott mom. #tc . and "ckpptng 
out* ftsmtfor storaga in hot own 
vtoooSo if tho cnooMM Sh* may 
c*de< okoctty from tho catalog, 
paying tor an it#m fee tio< ttcafy 
ana novmg it cstfvor *d 



Softy****. 



catch tw 

tmOt# 

p+4om>onc# 



Th# mo* icsyikhootod ihop» 
novo tnfcodUO#d c ft un*c 
mon n oqutt* »«vto». which k 
proving to b* an mdmr** 
poww&J torn tool Jayc* not 
c*ow*dH*chr»totor*a 
hoiogjophk: **— drwn nonoi 
pfcftm at h*r. which V tfonw In 
to v4dkKx»mputef tot um» in 
'modttv'ctofftogonth* 
#ao#n#*tctronJcafywh#n«v«»f 
JOYOOte**i<#hom*-fhoppt\o. 
(TholtP — dhwn rt oncif yoHh* 
pJctur* Joyoo to *Km I 

around" on nf« foroon.) Th» 
cNc ftoiw In N9w Varfc hav* 
aono a itep hjenym. ptov**x> 
vttoo cufJomm w*h tacfftJ 
vteot fieanrnndaftom of 
cMhlngifytet and cute that 
would t* th# mo* tattering to 
th+kftgum PiaMc *JU#on» im 
*r*ar technology to h«fc> 
poH*m» dveklii how *wy wanl 
to look aft«f 1h» opsraHon. 

Tn# fCPMO conwtyt gp«ot 
■Mptyatlmaa* 

Saffy can command hut TV 
vkJ#o trtt to ic on tot m »olpqi 
pfoaami that p#rtoir. .9 <*on 
and •aroohi*. or tfw can uw 
h«f t\ t««n'> uttty cnanmM to 
tak too*-(o4ac* wtth a phyit- 
ctan. 

Thii TMnton Symphony Orch»rtra 
Mil notf^p(tot«d. da—chckCK* 
vto#ov»atomaf Mtpwtor* 
nw*^ aft*** tact. Ttwrtato 
oX^ai technotogy. m« lound 
qualty k. ««n to th» mqMti «ar. 
as good ai tv»." 

Th# cMdr«o turn in lh*r ham*- 
wotk m# tarn* way **y ««- 
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>TH6 HQP\lt% 



fcl ttie text 



in tie leaf 



tm bridge dub 



en c t to nic 
mat box 



m tattig orfwnfage of o 
ttxrvTwrcioJ video bridge 
i*\4ce. fecfipJGYeioanwe 
me other fhnee. *hle he* tioncr 
k dkpJoyed qt the txm>oro of the 
•oeen. Tr*» r>tooo pia>i a card 
by touchr^ltwtmori electronic 
* wand * c* by rooming tr» card 

CanmrnBci can v<« th#r tcf ee*tt 
to occet* a fu rana« of eiec- 
frooicmali*<v1c«» TypteceYa 
•utecftoer v%# receive o *f of 
ncomng *emj tt>ot he o< me 
may »can b»fty* r>v#tfiQctflno o 

C* tt>e rxjrooui automatic 
stock purchceJng product* on 
tr» market Joyce i*e«o 
product that manftoa 25 leoclng 
ut«i«e and bvv» tr»« b4»t on« ot 
OQlvent1m» Itoutonxjflcaty 
buy* more ihorej a*ttr#ca*ve« 
tunc* to do to Sh« ho»th* 
iytt»m i#t to r**v9«t dMOendt 
outomottcatyf. gMng h#r notice 
she could op* mtfeod To have 
me dMd#odi «+nt to lame othtr 
account Srv» consider* ir* a 
"fQJny day' fund-on account 
at which she rarsty ev*n peek* 



Mi 



me Old Man 
And The Sea 



aay. Is* many coreumea. fcej 
to dgejf hJi tV net* n a certain 
sequence thaTi camtortabie 
mm; e.g.. ft* the head*** ti*i 
the «N3(t». fften fhe bMrine« 
•edtoft. metaeen'tne** 
*rmm' le* Jay select items, 
tlop (he flow of neuii. or deVe 
deeper Wo a subject. o» he 
vrfshe* 

Comumptt can order O particu- 
lar version o* a movte. and men 
select among various odcMonal 
option*. Jay and Joyce hav» 
already seen me cotottotd 
Spencer lracy version of The CXd 
Man And The Sea. now Joy 
wcrtfi the mote romantic of lorn 
Cruises rendJtant. 
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► THE PftOPtlSS 
KUVfNNO t*| PfiOMttt 



THURSDAY Aphi >0 2003 



Christopher sees Nmsetf wartdertng 
through o r»xx?o of rosebushes, trying to find 
'he telephone that's ringing 

Then ho reoftres dimfy that ho s areomjng 
The bedside monitor has been trying to wake 
him up f of the past fen minutes Groggtfy he 
shuts off the monitor ak3rm ond force* himself 
to open his eyes wide 

Ro**tou*t>*t, ro*0tHj$h*t. W$ f##. wop / 

icm#o<xjy? 

it ' j nc * unusual for Christopher to dream 
about work he runs hts own buSJneu. and it 
we* or dies Pastd oh his effort. 

Toothbrush «n hand, he sirs on the edge of 
the bed and brings his dotfy schedule up to the 
sc reen The day's work turns out to be a 
jumtue of «terr ' e has to handle or fo#ow up 
on f eohng too ? ooqy f o anctphet ok the 
items he prints o-jt a copy to rood during 
breakfast 

While waiting for the coffee to brew, he 
cote Jarmo. who says that he's ready to drtvo 
over in the prcln ip truck Christopher Kkes 
Jo'mo s can do* attitude -which & why he 
promoted him *c foreman 

Jocmo'i net vty strong on dWyvr M 
that Oont matter mucn ft* can fearo 
tr>+ basics oo th* »cm*o. 

Christopher and Jarmo arrive at the nursery 
of 5 30. finding the crew already waiting to go 
to the job site Christopher putts o ftst o* mat art 
nis from the office computer: he and the crew 
nave the suppMes loaded m the trucks by 6 30 

Christopher drives the pickup to the job 
site, with the others foJtawing (n the trucks The 
screen fn the pickup warns of a traffic slow- 
down on Route 2° and suggests a detour 
Shitting lanes to toke the detour. Christopher 
Quckiy phones Jormo and tens him to alert the 
others to toBow 

Today s work a a forty routine landscaping 
job involving the installation and caikyatlon of 
o yard irrigation system rt s important to do 



every job wen. Chnstopher notes — ospeoairy 
when ft s their first job in a r>oighbomood 

Th0 gratt V toaic ar#a#— and ffm cm- 
kxrm w* bcag to fhe neighbor* about 
th* wot* Bh+'t saving. Hf#* be Q+tttoQ 
txain+ttkvmr vnt^fibori abaMo 
y+arkomncw. 

Tt>e customer has bought the automatic 
hi^mrdtty-drrven ot The crew make good 
progress wirh the ^1 citation and, having 
trenched most of the garden's peemetor 
before 10 o'clock, start toying the sprinkler 
pipe and control cable 

Just before lunch, Jarmo tetts Chrtstopher 
^hat Stavros can't show up on Monday be 
cause he has to go to his son sschooJ Nor- 
maty Chrtstopher would ignore such a tempo- 
rary vacancy on his crew. simpry asking every 
one e&e to push a fettle harder But voce thrs 
job a strategtcoty important, he decides to 
seek someone to M m for Stavros 

Christopher asks to borrow the customer 's 
vTdeoprtone. Entering his code, he mstantty 
receives a reminder that ho needs to can the 
bank about his pavraB transfers 

Thon he ca*5 the labor pool ogency They 
have several workers avertable f or Monday 
who would ft? smoothly Infa the crew Among 
tttem ts WWv Max. a handicapped veteran 
who's an expert at designing outdoor efectrv 
cal systems 

Or" WMy itntmoch good wWh ff># earfrV 
handing tqufpermcti. bui I can fuggi* 
thm team around 

Having taken core of the fvlonday tabor 
problem. Chrtstopher calls Maryann at the 
bonk to check on the payroll transfers As 
usual, he insists that she go ou* with him the 
next night she's free As usual, she responds 
that she won't be free until at least 2016 As 
usual, he counters wfth a gafiont remark he s 
not surprised at her unavctfobUfty. considering 
how great she's looking today She beams at 
hf-, and then rjboppears from the screen 

Back at the job site. Jormo and crew have 
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the rEpmEt* 





afreocY started : * regrod* me «renche* Itw* 
bo an •arty day— ot often happens at the 
stage of a Job. WHh Jarmo wwl m comrrxar^J. 
Cnristophef deck**? to hood bock to the . 
office to order rnateria*. chock work sched- 
ule*, and col on a tew customer to say nolo. 
On mo way. ho moke* a change In hta ejec- 
tion 

Hf t why nd fi#t QO hom*? ? con do 
af fteafleemrftfte** anyway. 

wm^ a beer in hood, he * *<e« In front of 
th* screen In the den After t.* tg core of 
some routine busmew. he wan- a look at me 
upcoming, Goiden Home project, a new 
housing complex lot senior cltteens for which 
he « a subcontractor 

He bongs The site plan to the Ngh resolu- 
tion screen The ovefoJ pec^ect * large and 
cluttered, to better identity hfc own contrac- 
tool scope. Chrtjtopner mognrfie* certcm sec • 
tion$ of me pwn design so he con see them m 



crispdeteff QUckty he zeroes In on the path 
fkx>ctgh*nQ sy**env 

fTsty dtttrftefm* r*pa*> gom tlsfi* 
'Meaaveafefbts'ft 



trough*** 
mk-MkXmxxrmmtkomv&m and 



The redesign work enta* some urgency, 
since he ha* to order supple* woJ In aoVance 
of construction. Christopher Ague* ft* Is a 
pert act tin * to gfve Jarmo some more #>q?erf- 
enceotdealmwork»hiichMwj<^e«ihme 
tandscoptobuilne** He decide* to gtve 
Jcwmooccitt^crtevenJfXJincwototot^ 
the project 

KUft a* to tarxy computet an my 
i>i*s*n fr»de*^*nxx*d^o*Y^*x 
Mm *Cau»e, fie cart aftsay* caff mefc> 

o movie. 
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mentor 



he prtnti oul 

ocopy 



learn the baste* 



traffic itowdown 
Oft Route 2* 



option 



customer i 



tabor pool 
agency 



Uke mcrty othur coceumerv 
Ovwophei has a beds** 
mofV»or o smc* vwHon of the 
ttaridord IV -video if* met 
perform* various special ?»jv- 
ticm such at alarm ckxk ctxJ 
pteportng the nxxnrig coftee 

OTrWophet con prtnt out Tt»e 
•tifo^natKxi the* appear* on the 
k feoo vj*ig a smot tfent paver 
attached to trie bedMde man* 
TO* 

CrvWophw flgvo* Jarmo 
>eorn o lot otx?ut KjndKuprng 
-iesiyn by rrvons of rfo«r*^joMs 
fiat are OwoiODte l>"»C* hr*. 
hc*aeho*d TV video tOtwn 

• ^>o screen in the D*ckup truck 
monitors the stato highway 
systom h*ooovro«tmo cJato 
orxxrt congesno in the rrv^o* 
JrttKieS A pc Tortol dspkTw on 
tt^» <wtH port of the wvxfcrnoki 
snows where the t>eupi ate 'he 
:>W>* trucks r> the coravOii 
von t ecMppeJ wrrh screens 
bi^ they do havo cofuKv ioJio 
•otophoooj Chftstcvno* n-tofT*? 
kvmo of the detour and jo^*^ 
ten; the otNort 

t*>H? ,n offv oevetop<*d to* mat» 
T^yn yH#*ds m truck rormti^g 
•nese devices con octtvot^ lown 
sfymiiar* based on lawnj need 
*nr water they are popular wrth 
*x>™eowners because they 
-onsefve costly wote* and 
fyoduce healthy ve*don' towns 

•. >n entonng ho own O tn.o any 
.xieoo^TOne Chnstoohe' ts 
e«ec"ve»y making ft *rvA own 
phone" temporonty f o< practices 
tvurDov« He may outofnattco*y 
m cess al the information crxl 
service* he would Do petting on 
f^u own phone system ot home 
Ftyrutcmce his own compute 
trea fftfnrtdeti appear on me 
soeen. he can access ha own 
t>rfvole f*ng system Any cote 
he moke* on the borrowed 
prone wH be charged to h» 
ocrount automoticoty a* 
□DC^opnots he s pass these 
costs bock to the customer 

Ihacomm^iol service with 
which Chrtrt tpner ha» an 
account mcntalm a profs© of 
nis buyneu to *»at n con star* 



soon ob it ruco^ee* 
OWopher't ID rmxntoat over the 
?e+*phone |n# 



col Alarvarsn ChtVopher could perform tnn 
atlhetxr* enHie frcrwocflon atone— ond 

faftet — if he chose HeenKys 
banfwmg wtth Moryom how 



order matark*. 



Chrtrtophoc con \*£+ h» home 
TV video unit for numerous 
txiirwtR fufxttor* mcKxAng 
orrtortng motertali. c*gon&r>g r«j 
v tv<x*% and -naMX3 Wieo* 
phono cots to ci«rrt» 



ntogntte* The cornputw*ae<l rendTfxxi 

curiam wetton* the lancJscaptv pjan atows the 
v^*wer to "2oom In' on any 
section for a more defctied look 
it he wtshe*. Chrtrtophoc can turn 
th© picture around and view the 
landscape from the oppoafte 
c*ectton 

The us« of tugh rJetlnJfton (or high 
«o*o*jtion) saeem to common- 
tj»ace amooy marry sn*S 
v!ontToctof» archttect* medical 
prcKrflnoneti and crtheri whose 
wotV mvorves a strong visual 
cc»mponefit tti most conmon 
use however H for horn"* 
ontertomment 



♦oncy CooTputer -a*ded design (CAD) 

compuc-K stuff hat flourished for years Put pre 
domnontty among to ge 
buttnes* and r*nvjtTonai uwa 
Now it has become comrrcn for 
the computer-stHMOte entrefve 
near cm wet CAD makes ft ecsrv 
*0 do demon work on a com- 
puter screen, using a "wand " a 
'mouse " or other such de\4ces 
to tei the compulse how to 
arrange design element* m the 
p*..ure The computer does 
much of the dosbgn work auto- 
maitcatv Jarmo can access the 
"fancy computer sfurT via fhe 
mk between his TV -video ur* 
ond Chrtsfophef 't If he needs 
hosp re can coi CTirttfopher 
wtiie the formation e am on 
the screen, and both hr» ^xl 
Christopher can look at the 
some mcrteoot irnuffaneousry 
whie thev decusj ft Christopher 
can mtt ^t he movie to take 
the ca3 on he screen, anri tt«n 
resume watctwig the show 
where he isrft oft 
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THE EROMUS 

OHIVflNQ TNI PtOMM 



Awakening, at usual, wtfhout need of an 
alarm, she enjoys the Strom* of »gj>t chamber 
mutfc at she wall? for the sun to rise Shearv 
tiapates me next piece, or* of he* favorite 
Bach quartets, and hums 01009 with ft when il 
begin* She also starts me coffee for Garth, 
who. Judging by the absence of Kght m the 
hatway . hat not yet awakened 

ftxxboyf / tap* bet no# ieepdrkg too 

Wishing she couJd go wake Nm wtm a hug. 
but feeling the eorfy^rKxninQ stfffness m N>* 
tegs, sho turns to the gentle substitute of 
shrfing hot 9och quartet wtth Mm. 

Soon Garm * up and hurrying to get out of 
the house Ho hot Jo b© on N» way to the c«v 
before the traffic gets snorted Nonetheless 
Sarah. v%ho It watching The Today Shew when 
h© comet down to the kttchon. tmroedtatety 
switches to hi* headlne cfigest In deference to 
ha routine He Ids*** her forehead, gulps h& 
coffee as h& eyes glance up and down me 
screen, and heads out me door 

Oh, £or#W / hop* >ot/I*omfc> stow 
dbwn fc*bn» >w ftut yous**. think oi 

Bemused by he hurried pace. Sarah cleans 
up the denes and waters the vide** before 
returning to Tha Today Show with her cup of 
peppermint too 

She to mWng the dough fo* today s pastry 
class when the chime reminds her to prepare 
for he* morning check-up She was) >es her 
hands and put* the medcal bracelet on her 
wmt Turning on me screen, she chooses a 
gxydenJoQ prog/am to watch to# me tew 
minutes untK Frieda, the nurse at me ci*mc win 
col 

Frieda's ca* onVes five minutes late today 
She smJes bnghHy at Sarah, though she seams 
opfthamea "They ve gtven you too many 
patients, my dear 1 " exclaims Sorah * Mo it 's 
fust mat Mn Randal hod o few comp*oints m<s 
morryng mot she wanted me to look into * say* 
Fnedo Sarah notes mat Mr* Randal has a 



fe w complaints every morning 

Sarah plugs In oer bracelet without being 
prompted "Good.* says me nv-se as she 
monitors Sarah's putse "Your vttoi signs are 
normal. Sarah * Friday is the day f or Soroh s 
woekty past-operative consultation wtm a staft 
doctor "Okay. I'm goingtoget O Morrison 
the ■ne." Frieda soys *Ho so young entnush 
asflc sort/ she odds wtm a smile *i mir* you R 
Ike him * 

Moment* later Sorah * viewing Frieda on 
the left side of her screen and O Morns on the 
right * How are you feekng today . Sarah**" the 
doctor asks breej#y . as he glances at her pur 9 
numbers "Any poms'? Ftfrc tired?* No the 
replies, everything seems fine 

"Let s cad up your latest MR1 picture here 
tor a quick peek.* he soys "Jut lovely— 
appears you re progressing very nicety " l> 
Morris says. 'Your cardiac catheter pictures 
took great, by the way. would you like to see 0 " 

Soroh catches the wtnk from Fftedo 'No 
thanks." she poiitety declines 

The doctor orion me nurse to set up a 
routine vrsit of me med-mob*o to Sarah s 
pfoce next week for some nxxe chest pictures 
Then he leaves, the screen Fneda books me 
med-mofoiie s visit for Sarah, who mokes o 
reminder for hersoff "I think that takes core of 
our business for today'* says Frieda 

Soroh. hopeful of a Kftie chat tortures into 
me subject of Frieda • daughter in college 
*Oh. I m sony. Sarah, it's Mrs RandaK again." 
Fneda says "That's oil right dear." smiles 
Soroh who ^sks that the nurse transfer her to 
he* social worker. Modern 

$a/ah finds Modeiyn in a more chipper 
mood tnon Fneda. and begins oy compliment 
mg her on her ha* T-»ey discuss hairstyles and 
hairdressers for a tew minutes MadeVn urges 
Sarah to start going to Pierre s again when me 
weather gets warmer 

Sarah toils Modetyn mat she hopes to 
attend me senior outing next Wodnecdav but 
Garth can t get away from work to take her 
this time Moderyn checks her rtde board ono 
contrfms the round-trip tor Sarah on me spo» 
"is mere anything else 1 can do tor you to 
day 0 ' ihe aski 
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THE PROFILES 
Muvirma TM PVOUK* 




Acfuafy. yes, says Sarah, she wooden ff mo 
Social Security people have stTokjhfeood out 
her status sine* her tost heart attack Madefyn 
notes tt>at she gave tho Social Security AdmW- 
strotton a detailed occotrst of why Sarah 
should be considered dbaWed ana therefore 
entitled to S$l bwefftsaswe*. did Sarah'» last 
check reflect an increase? 

Sarah, not sure. ajrve* he* bank account 
number to Moderyn, who prompfty summons a 
bonk deck to the screen Beconpfrnents 
Scsoh on her quick recovery ana men verifies 
that the last depotct wen me amount Madetyn 
thought rt mould be Sarah, not wantkig to 
take more of the time of either person, thanks 
them bom and irqt off 

fro k» ptod Po ge* Inone *xtt%> tow 
do*** ftftfcn ftuftttJFK* poor Carro 
inoufcfAave to spend of ftfcvocoJfcv) 
money an me q^asa 

Her morning's business concluded. Sarah 
fee* ready to turn to her favortte hobby 
bokrg She tune* m the pCBtry etas* and 
fo*Owi along, enjoying the chatter of the 
program host HovV>g competed the fk*t 
stage of me day's recipe, she puts me Danish 
twWs mro the oven and starts making the flftng 
for the poetry 

Worn hf$ see- onto* Grand an## 
Hh*r»dtf/pu#lhaf? 

She stops the daw to look for the ingredi- 
ent, out wtthout success After some thouc*'?. 
she decides to complete the recipe wtmout 
the one spice, rf Garth Meet the recipe, she I 
make ft again— next time wrth anee. she 
hopes. She puts o copy of today's bc*tog 
class m Germ's viaeostorage so she can refer 
to it later Then she wonder whether she 
should ask Garth to pick up some anise for he* 
on the way home 

He aft*** $ay$ fie doetn t rrsktct and 
ne dbe* love the party fluff do f>afe 
fobcthahim 



Flnaffy she cc* Garm. he s out of the 
office She leaves o message asking mat he 
Dick up some ground anise, she thirws he can 
get rt at the cVugstore where he has to pick up 
her prescription anyway 

MokVy to ease her sense of guff about 
being a burden on him, Garth had proposed 
that she use the drugstore's detvery service tot 
her prescriptions, but she was too uncomfort- 
able wtfh the prospect of opening the door to 
strangers 

kkjYb*rMQtw#atry. though, me 

w*e. And (hey ahvay* tee /he same 
defwery person ftatt wftaf /Ute 

Sorah hat soup for lunch, and then 
walches Video Book Club Tex a whfle Inrrud- 
cftemoon. by rote, she colts her best frtend 
Betty for o chat. Betty's Image appears on 
the screen to rem*"* Sarah that she wfl be 
gone the next two weeks, vtsrrmg he* son 
whoso wtfe hod just nod o baby Sarah's heart 
sinks, she had forgotten about her friend s im 
pending absence 

t mw# havm roacfe my*** fcrrge* on pun 

Sarah leaves a non-urgent message for 
Betty "In case you're watching this i Just want 
you to know I'm fine and i nv$$ you * 

feefcig a m«d sense of gloom she ponders 
what to do with herseff Afte» a few minutes 
hesftatlon. she returns to the screen once 
' more 

Maybe J'Jf fry PhootPat* of our *#o/or 
cW>. mm fifty fU0pet**d Oneroid 
f*>e*e%#aktf. 

Sarah cats PhonePab. which CHjtorncmcotfy 
dbpfcrys fts dairy calendar of conversation 
topic* and phone rximbers on her screen To 
her pleasant surpflse. there s a -phone-chat* 
m progress on baWng and cookery Soon she 
Is dtecusaing recipes wtm Janet from Steuben 
vtle Louise from Morgantown ana June from 
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tt^omw ado of Wheoang 

Sho detcrtoe* he* morning baking exercts© 
and her frustration about the onee lou*easks 
her tf she though* of sutwffiutlng anisette a o 
favoring ogent. Snappy he* flngerv Sarah 
recoil seeing a Dome of anisette iqueur n 
GcsWs Iqjijc* cabinet. Sure orsjugh. she 
deccvea kjfm, It's them. 

Th* other women are regular £honefv* 
casea. though none nave spoken to the 
other* D*for». The convwatton flow* reox*^ 
and al teem to en^oy It. After a while. Sarah 
rtngsofl. feeing exerted about her d&covery 
and looking forward to co*ng again on the 
morrow 



QUckfy sno cats Garth. tefis rxm otxx/T hef 
conversation, and lets hm Know that he 
r*^dn t pick up the ground anise offer a* 

After supper. Garth tries the Danish twists 
and proclaims them daickXR exacts as they 
are. 

•Don't stay out too k3te— tr*$ a woefcnight * 
«ho odmoosshes him as h# heads out to see his 
current flame. Elaine, ocoa town Ho mako* 
hef promise not to worry, and entera the 
numbers of Ms car phone and Elaine s apart- 
ment Into his mother 's emergency pager 

On his departure. Sarah curts up m bed 
wtth The Sound o# Musk: . during which she dtps 
comfortabfy into steep for the night 



V 
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"TTirrr ttt irmi 



mine text 



!afe<T*e«a#Qn 



ftnlhetet 



enjoy* the tfroJM 



onHctpofe* the 
next piece 



e*art» the coffee 



returning to the 
Today Stow 



heart proWerr* 



chime 



Sarah ha* programmed he* 
bedside icreen to p*ay certain 
iww of fTvusk: r> *eaueno& 
staff fig ryi hour bwfcxs down 
Ihough lh© needt no marm 
clock . she enjoy* waking :o 
r*w fovortte rrwuoc»e* 

Soo^i acttvate* the Kftcben 
cartee moke* outomattcaJy 
ftamherbed m ftogie hearth 
»he n« com* f© rery <ncr*a»notY 
on sijch automated devtce* to 
hwdp he* perform her household 
dutie* 

Aim !tv* t>p of o «w«tcn c/x* ca»* 
mkxI tha nv*c or ottw pro- 
yommmg from her screen to 
me icwi in Garth t beet 00m 

Soroh 1 *on begin* each mom 
r*g by vowing a mixture o» rx*wi 
and Hxxtii heacMnm euttonv 
t?ed to he 1c*te (notiona*. then 
loco" new* pceketbai prec<*d- 
r>g other *pofti »om) Hrrtted to 
***o paragraph^ Sarah can 
interrupt the vvswlng of her own 
thov* ond then retume watching 
it at her convenience without 
rm*«r»g any port 

Sarah no* o h*f ory of heart 
ttooWe and * cixren*ty recover 
mg from bypau heart tKtgufy 

Sarah met an automata 
emmaer system that play* a 
certain tone (a chme. a trim 
pet etc > at the appropriate 
time to rem* id her of tome 
important Item Many *ocf» 
4V*tem§ are vrjtce-acttvatod the 
conejmer teii the screen the 
type of tone the want* to hwr 
and fhe time or time* at which 
she wont* to hear ft The corv 
jcmer alio can opt to have tne 
screen 'tpeaJr* to her m her own 
vo*ce to d©#ver renwxJea 

Since her heart turgefy. Sarah 
ha* undergone doty checkup* 
which, monk* to her meoScgi 
bracelet, do not require that me 
go to a noiprTcl or cJnfc By 
mean of telemetry . the device 
cooveyi baec medk^oi Norma 
Hon. about the wearer (ptAe 
rate Hood proexre. etc j to a 
doctor or rv «v» at 0 remote 
location 



cBSo e M c 



Before uride*got\) each morn- 
ing checkup vto her medco) 
bracektf.thepxiA^koxfveed 

order to that tie body hi 
retaxeu and that of %#al *gm 
cx» at the* mart #abk* Sarah 
e^eno* these *eve*at mtnote* by 
watching 0 *anqul program of 
*ome*ort The tact that me con 
•aery ind o program on garden- 
»rxj maecti the tact thot there 
ore pcogrom* worjy ovcedbie 
on a vast onay of *utfect* 

STie n ie* Sarah and Riedo afwy* by 

brtgMt* videophone norther than by the 

votoe-phone of y ee>e r yeoi 
SorvTh tvpfte* the. Hmd of 
conexnea to #art u^ng the 
via^cjphone tar «wdal ca* 
onry. and then begm mngHPor 
oj exalt o» th«y grow cr*r#oti 
obie w«h the new technology 

R?andof. anofher e*de<ly 
pottant of ftteoox routnev 
ooj np*o*» of %mptam» mot 
rmd Ftteda to her cmn'i 
rniKJcoidotobceeMirrm*v> 
«on Meda Iceep* h« paMeriti 
rned^recorcteonicreenao . 
tar her own ptVate vtewAnQ) *> 
«he can kienlfy an ongotxj 
problem a tymptom miht 
rtdcafe 



Mr%. RandoA had 



youitalee) The doctoe can gom mctont 

MB picfcjre occeej toacorrpufert?ed 

ojchN» of Sarah** entte rrwdcai 
hmory, rncfurJr« at v*uoi 
recofdte «JCh a» ji-rayt. CAT 
tcarm. and magnetic feeonance 
*iKtfr%f (MRO fiecomJno 
convnonkithe iQSQi.MRUa 
foa^ion-free rnagtng tech 
mque that feerm a compuferteed 
pk^um by gene<af*fxj a mag- 
netlc pattern k> the water 
nX4ecuk»otioft1| 



O(g«ol compaiiHon and ftaroge 
of mealcal tnagcx ha* brougrt 
great benefit* to both doctor* 
orid patient*. One air*: con 
take on x-ray or other picture, 
store » ir**ef*n*efy h the com 
puter. and tranjrrtt a perfect 
oiglnal" of the picture to any 
other doctor or hcepftal imniedv 
effecy an requetf The high ajuaflty 
of pfcture and ecee of trarwY* 
eon encourage* the rite of 
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THE EROEIUS 



m the text 



ecvefloc 
c u t t i e te i 



ipectafced m#<tc« tnxjginQ 
onto* mat at aoctart con um r> 
convnorv— fhie fteeing each «v 
dMcfcx* doctor *om moriramng 
eaftty knagjng eQ^ipment. and 
ipartng the patent coo*der abte 
experee r«;cctven*ence (and. n 
caee of r*ayv potential ^tatn 
>*k of repeated rodtation 
•wpceuret). etc 

Digital image proceieng and 
storage *f» doctor*— «uch c* t> 

cafy compare two or mom 
inxxiw (• a • p*ctur»t) to 
tee how o patient n proafe*»*XJ 
over trne SophWtcc^ com- 
puter proqran » identify and 
anafy» any change r» picturei 
that m*oht mdcotfi new prob- 
»*m» pxtf-ejrgjcoJ com(c*co- 
flon».«*c Doctor oHo *e the 
foci mat tt^eie viejai records 
tatrs proc tKx#v no ipoce to 
nare— and dent d» *t rtp* q f 
ov#r nm» or oet loft tn m# moj 

Of Morm f efen here to interna* 
'rrcMw' of Sorahiheartin 
octton. thai let Mm n hwrv 
oeflnWon. thiee^lrneneonaT 
aetai m# pumping of net r »art. 
mo opening and ctoeng of heart 
vaMit.etc Ai **h ftfl Image* 
car alec cc*he*ei and ether 
•octton* images men en 
>onogxorn» can be ttoied 
olgrtatv on law dk*a ocrtwn 
Instantly. freeze framed tar 
d»ta*ed cornputer oncM* etc 
t> Mont's enthieiaen foi such 
M*grKMJWy irnooery fate to take 
wo account many patients 
•quearnkfyieit 

t>.e rred-moee* H o vehicle 
eoMlpped wtm various Mrx* of 
oVVxxnc ea^Jtprnent. tuch as 
an MR) icanner. vvhase data ft 
tranvTiti dkectty to a recatvmg 
tKXpetoJ over oeMar rodto The 
combination of icreen contutta^ 
tion» and med-mabte Mi 
DuUonti take cars of many 
TOOttvely compie* exonerations 
and ptocwXirs* wtttxxrt leaving 
Vim* 



M* Randal 

agar> 



ft* board 



tunes tnthe 



Qartvs 
vtoeostoragft 



Sarah can lee her screeni 
reminder *r>cf do ***e r« » 
lelng the vtfeaphone In** 
cose the >eavet h wt > o vote* 
me s to g e , "Med-motfe at 
noon," which a ch#n» wt 
mmino to play boo* on ih# 
mammg of +m aopoMd day. 

M«do hat wc«Md an i#g«nt 
'rrttmc** m— ag» an her 
»cm«n from Ma Oandai. who 
hat a now lympfam to report 

ModtVn uMt htr icfMn to 
marc-^n a fCf^OXJ* of 
cuveri. and m* dtv» aat#* and 
*ocatton» to which m»y art 
cornmlhed She tpdaten the 
*Oi*a\Je autemaNcdy a* 
people col to a* tor rttfti ft* 
am >»ove %^nce me a o q e» to 
*teT the lynem when they we 
be to provla* Irareparto 
Hon 

MoC *Y\ Sarah, and toe bar* 
cfettt can enQOQe together in a 
videophone ec*. each penon 
teeing the ofhet two on the 
tctee/v The tact txjf the ct«r% 
can tee he cietomer "face to 
face* pemnH hm to dectoM her 
cheddng account balance to 
hei 'ovejr the phone" 

the pfognam e avoftabie tor 
viewing any trne after to am. 
to Sarah can beg* w^chJng w 
when enrwentenf She abo con 
'rewind" 9. tfar* B. and ploy it 
box* qi e1> w t tf m He^edoet 
aecwe to keep o copy. *e» wt 
p*^ It m her ion'1 v4d*o 'Wcscry' 
a storage teMce to \i<hfch he 
mbtc^e* that let* him keep an 
u*niied v^ejme of vtdeo 
recofolngt on tet> 

Sarah buy* grocerkta by calng 
the M^vrnartoet . going up and 
da^n w+ «ieckonic product kti 
that equofe to 'aMei.* and 
tookkig at picket of the 
product! an the thef f nM^nch 
to chaote VMth the touch of het 
flnger to the toeen. the put* 
productk tr> hei e tt c n u He 
'ahopping corf and rnoven on 
When ftttwL **• commance 
the tyffern to have her ordei 
(tefvered and he» chec*Jrg 
account debited dkecty 
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THE MONIES * 



mute ted 



Of^ve* rr>jc h O* h^< '£Q<*ng 
p»ea**o ftc>m o CKCS7om that 
reKKH tx>0»a o»oud 



i««tV* image 



"Ia cot* you're 



Bofry s TV vkKK) urvt f e»c ogns M5 
tf<jt t m Saroh ccHIng booed on 
h«r jjhone numb** Au1q»tio*» 
c o*v - rt p*oyi o vxteo n^wog© 
*hot Betty hoo recorded to* 
k»<iri in m© expectation mot 
hoi fneod would coJ 

Oh rr^oy feOV* QTi OuOto vX**0 

rr»»ace 0* o *o«ce meuwoe 
onty few fvw tmwvl S?** chooser 

OjOto VtUXM 

C>r*» of **onoo» jock* fr>t«w<xt»on 
!*mc«i ovatot** through h^r 
vemor»c»ub PhonePo* let* a 
c tut> memper po*t>cpoto n o 
»oc» totocwcorivtKKitton vta 
rxx<x» voeo^t wrtti othe<^ on o 
vo»<eh/ of topics A person c an 
K*n a eonveoomon DV dto*r>y 
fh« arect number— or vmpry t>y 
touching the approctote 
calendar rt«*n-> ctouiOY^cJ on her 
soeen CO**i o*o L*k1 o\/»o 
'•xiwcofly when tr»«y the 



e m e «v e nc y Sarah i te ey by he* bedede on 
poget emerge nc y pafllnp device that 

w*. *«th ffw toucin at c button, 
tun on her icreen outomoJIcoBr 
and u-nrran h**> lmde*celt 
programmable o» the 
ccreumer'i n ee di or contact* 
change in this com. Garth tefc 
me c*v<c* to dng hm fw o* h* 
car phone, and. V no crewei 
to tino him or nor* $ 
apartment f refiner nunber 
answer? pcomp^ty. ttxj devlcw wl 
rtng the poice emergency 
number outornoWcoty 

lh» Sound Consumer* can gel o private 

of Mutft v*r*4ng o< vVruaty any commet 

c*a» %n evei made, whenever 
thjeyv*r>t Among the lea* e* 
peneve Arm to obtain ore toe 
aid *dap*c*" tool Sarah tovon 
Before getllig ready to faf 
otfe ep mffontafotoyorttooM 
mcMe.e^e can command the 
tcteen to iM aft automcrttoafy 
a* the ftn't concfcAfton and 
bdtfn ptay^q her daicol muec 
favorite* the rail morr*^ 
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THE PROMIES 




Mctoy * Groctaf o OiosH' Feflpe mutters 
oiotKl at he oionces over at his wake-up 
screen Fhe machine greets hm wtth rts fomH- 
k> smiSng face, to me occcmponim«ot of soft 
comforttpQ Spon*ih gutar The ik^ts rtso slowty 
Nkxrwxrtlog the way to the battyoom By the 
time he hat splashed watt* an bis face and 
brushed hts teeth the smiling f ^ce has been 
replaced by his cc*endar which he scar* 
cursorily 

The cafcKXJof shows that o fo*fy tvp*co» 
day awaits him morning ond afternoon 
classes office hours, homework to orodo 
Tonight t$ his turn to do the remote Class Then 
ne notes he B cooked to use the ort 
deportmsnt $ dorV room few two hours 

Thar nvukt Nave com* UP tontgM f 
h€»*o f rtod f*n* to Jftoof o ro£ of mm 
in ***** a» we* M*> r r#po 
out w*h Joan kwfo<t 

He touches the 'reschedule' square ond 
tnon goes «nto the Irving room There he 
switches on the b*g screen and queues hrs 
favorite aerobics show Cuecxxs n^vmosos 
i* Bodies BeouttfuO Aft err exercising he hurries 
through the rest of his mommg routine and 
heads tc* the door 

***** mo*r* # snappy, fKvnbre. Phey're 
r*afy crocking down on Initrvcfon 
aftMngfaf But what am I forgetting? 

f njcute to the .-ompus he romemoers com 
Joon wasn t there something etee too 0 Oh 
yes me washing mochtne dec>des to toko 
cctf© of the washer business first to get ft out of 
mo way Ataredf-ght he cate the repair 
service confirms that a technic tan wtt come 
out That morning and grves the service on 
access code tor getting mto ha oportment 

Having taken core of the washing mo 
chine he cote J\>an getting he* votce mes 
sage sen/ice when indicates that she win oo 
boc k in a tew minutes Leaving hn message m 
f rench he mvites her to on evening of a>one< 
C*r<J dancing Then as he puis tnto the PO-* 
irgiot he recaHs another item c oU Rodoipho 



Thof'Bf. 'V» got to start (**vtfiofr». 
milder #*rvte* on my server*. 

f?cdc4pho. atfohdng Cc*neg#e-Me»on ac 
on exchange student m pee mod. has dreams 
of attofnjng U S cltttectfhip and practicing 
medicine in Amortc a For now. however, he* 
going through the throes a* adjusting to a 
foreign cuthjre n which he constant^ musj 
bottle two mo/or prctoJem* homesickness ond 
me tonoAjoge bomer 

Fe*p© reaHfoi that it fate to him. as 
fcodoJpho s orvy relative m the area, to help on 
bothcount* Grabbing a cup of coffee fefcpe 
goes to he triy office, tuns on his screen and 
tnes to 'each J^odoipho m the few minutes 
before class begins 

He catches Rodolpbo looking haggard 
and disoriented, hts glasses hcafwav down he 
nose, a book on fits lap By at appearances 
RodoJpho tef os*eep studying and has spent 
the ryght m h* Mng room chak They con 
verso loptcty in Spanish. &c<*o*?ho arwoys 
heartened ct the tight of his cousin The 
young man tefe Feipe not to worry, he has 
F**nty of money thanks to a check hejusi got 
from Mamo Peape faXs hm to cof. any time rt 
he has any problems or needs advice 

Then Felipe runs to his first etas* a mrxtum 
of students who speak perfect Spanish. G** 
man. or Japanese— txrt prcicttcoty no f ngtsh 
He cklij them on v*wt> coryjQaiton* for two 
hours lemtodkvj each tiudenJ to speak cteorty 
K, the audrting students can heor 

After ck». a stude. t approaches Fe^pe to 
oppress hn enthuskDsm for a toriguage lecture 
he viewed on hH screen last nfc^t The student 
recorded the tocture. and Is wing to shore it 
wlththectan Felpe thanks him and takes 
down the access number, which he chares 
wtm h*s students ri o memo he sends out over 
me screen on returning to his office 

f>*o sooner has he sent the memo than an 
urgent •iectromc mc* mes»aga orrhres at ha 
screen The dean wants to knew any nstruc 
tor can fit m. on short notice, as a guest 
speaker at a specie* cssembty at King Ar»or 
^kgh The event, a forum on cotege cumcu 
Ktm of the future, oncrmm how junior high 
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student* can oct to better meir co**v?o opoon 
tunmes 

foftpe know* the deon would Ike to send a 
speaker, bom at a pubfcc rotation* gestura ond 
as a way to express the tchooi's ccmmrtfnent 
to lower-income student* 

Alayfce/ thovUo0m. t'malouty 
pubic **akmt c Kreu&t 

Then ho remember* seeing something fci 
the papers about o Princeton professor wr>o 
was making waves in the field of educoEtionai 
theory Fe*pe cals up hi* new* screen, orders 
a learch . and quickry flrxis the story ft* 
Princeton'* O Gate*, who Just won o nottonai 
aword for hfc new book and ts now on tho 
lecture ckcuft Covrfd he possibry be onttced to 
oddress the student* at King? 

Seems crazy, ou* # can? /Rrf k> mk 

r-e«pe sends the story and a covet memo 
bock fo the dean, and turn* to hi$ lunch He x 
eating o landwtch at he desk when the phone 
rings it * Rodoipho. he sounds upset The 
young man * eowng from the department of 
mote* vehJde*. where he * attempting to 
obtain h& oVtver s sconse He doesnt under 
stand what thev re feing him. and the fotms 
ttvow hm complete^ Felipe co*tv» h*. cousin . 
then jwttches the col to Ns screen 

together they kx* at the form* and f e«pe 
walk* RockMpho through the proce** of flUrng 
them out Fe*pe then put* hn coutfn on how 
and cofcs th© motor vehicle odrrrfo*tratVx> do 
mey hove o Spar^lsh^onguage arjstetance Ine? 
it turn* out they do. m fact. fitodolpno can 
complete mast of the app*cotton process over 
o screen, taking wtth a b*nguat o^jmlnictTator 
Felipe return* to Podolpho and gtves him the 
number to cal 

They continue to chat for several more 
minute* Godolpho vent* h* frustration about 
Ns tenguoge drtftcurtie* feUpe offer* to tutor 
him a* much a* he want*, he ot*o remsxfc 
Goclotpho that there are SporJ*Mar<|uage 
program* and tcwice* of at una* OAroJabie 
over me screen. r>ckjdJng a tromtatton service 



During Felt*'* aflemoon dot*, the rtu- 
dent* pn*tent Sttle skits they hove deveed The 
skit* are Mpflsjngty good. conjftsxlng thev'r* 
coming from mostly second-year tfudent*. 
Felpe compiment* several itudenftonthe* 
ouiherrttc-soundjng American accent*, 

ftmmkk* a* 

thon t old ttAen t uuitse to H)# etfltot 12 
yartc&x WkhMhad earn* off* 
&recto ftetn*» go* aom*. 

Bock m N* office, he find* that he ha* Just 
rnitsed the cal at the washing machine repair 
technician. He returns the cal and team*, to 
htt chagrin, that the rerx* w* cost $ 160 He 
teds the technician to watt and qutckty careutt* 
the elec .ionic tea market 

Ho ueed Mnaanen arastott* for test 
$2aa and Td rVrwe 10 mn%* ft* ff*w 
m***#". Kfw need* ffte tests**-? ftqgfe 
as wet fmt mpc* Ihm ato dunkm l>» 

Car. 

Then he finds that he doesn't have the 

Key, wvrf a *eoonct eta*"* fcmJPy %y, 

He cal* Rrxfttpno and catches hsm a* he 
wo* about to head out fo the library Can 
PodoSpho lend him a tmo* turn untl povdov? 
Sure enough. FeJspe s cousin agrees, and 
transfer* the fundi 'Oocfcw. am^o.' Pe^e 
say*, promi sing to pay back the money on 
Tuesday "No problem.' RcOoipho rep*«s 
"Hey— you're picking up the Englshl* beam* 
Felipe, who cal* hit aportrnanf again and 
order* the reputr technician to to hit washer 

/V lm#e ftxlotrto H> come around 
Sunday ana M« Ms km*r*y. 

On ronctudsng this cot. Feepe note* that 
there * an electronic messoQe watting tor him 
ft * me dean "We got o Gates for the King 
aoembryi* the message read* "He's going to 
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to* to trynr. on lho oudffortum screen fof ten 
mnute*. tnen to** Question* Getting Gate* is 
o rocri coup for lb. ^e*pe Good ttTintang * 

Ftushed wim success. Felipe send* bock on 
ocknowt»d0fng met*age "Do i get to be fun 
profBttor now?* in moment* the repfy come* 
bock "Mot tm vchj con puH as many string* a* i 
Con * 

ft * hearty five o'clock. s*» no word from 
Joan He co*s tJs home screen to see ft ttvxe'l 
QftwsaQB There » she i Kvry ooout being 
slow »n getting bock to Nm. but she hod 
thought .oe might hove to work Lite She'd 
»ove to hove aVmer Ho cote bock, again 
getting he* voice cnettogtng service leaving 
h* message In itofcm. he teg* her flvtf h*> 
donclng ihoe* ore reody and wotting 

Then Felipe turn* U» thoughts to the remote 
cioas. starting at 6 p m Tapping Into his screen 
to find out what the etas* Croufd be covering 
in this lesson, he decide* that he'll conduct the 
dot* from home 

The remote claw begin* on time, and most 
of the student* seem to hove done thek 
hemewofk One student 'amves* 20 minutes 
«ate he*pe tel him to review the ft** port ot 
the class afterwards Otherwise the dass tx 
uneventful and f e*oe adjourns ft at 7 o ctock 

Now ot latt the weekend begins Tossing 



© 



ho tie on <he sofa he order* o "Wen* of the 
new salsa record from Brazf that his friend* 
have beer, taking about 

The screen indicate* o call* corning in its 
Joan Sr>e tefts him. r» unhappy plain Engt*v 
that she doe* have to work late after at. may 
she hove o rafrichec* ? "Ma* au< herepie*, 
exhfctfing rr>ore grace than he fee*. 
Wows him o us* and deappeaa from the 
screen 

Defected, he find* solace by *canning his 
pnoto fl*e. wtveh he ha* beon meaning to 
organtre He comes aero** o fdm*v photo he 
hod taken on he tact vtafl to ChJo over frve 
yeonocjo m the crowd of Pace* he spoh 
Bock^pho. befote he had given up emweuft 
and grown a mutfache 

^.hm IM ua chang*§ noefrte 'd 

Nosoo ~ ha* Feepe sent the Image to 
Px*Jolpho. -rrth a cover FTaisage.. than an 
electronic rnoJ message come* In from 
Ciaudette. another instructor at «he coiege 
She ha* two tickets to a perforrnance ot 
flamenco aancea at the campu* aucJtorium 
would he ike to go? "55 sf. xvxxtfa.' he 
qulckJy responds. cyabtolng Ms jacket 
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fcttttfcfj 



in he text 



turn to do 



k*<fte»Vie 



Feipe um rtn rv video ur# tor o 
cxitomteed wc*++w> lervtce At 
the oppoMed hot* the loeen 
■urnirmdepio^^a c heecl u i 
graphic. »»pfogKimwd mule aat ■ 
ploy* arrt me »C*e*rH*x*rQied *0*C* 
V* c*^m#i MICA fcir* up 



Feepe s \w*e-L*> prc^m 
fcx*xJe* a Wnm nniechanem that 
change! me icteen arte* a 
cfcegncaea amount or trn* 



The nwn moke* avaiqtoje an 
e d re u iely v^de tonga of pco- 
gjram choicee. Feipe prefer* an 
o*K>pJc*Ciai»m©*ecarioucted 

Cor phonet haw become very 
lr»Kp«ni(v» Feipe iMt the on* 
that cam* *ffh he teconcKond 

car 

F«4pe'i apcrtrnerrt baking and 
apart me, it enhance are coo 
troled by numetV 4 foc*a the » 
combination erf wnieh the 
fueaenta can change tempore* 
tyanMdvcl ft»e rape* 
technician wf. open me door* 
lemg code* Thai are mat* one 
timeonty men me toda w« 
rwwt buck 0Mtoma«cc*v to 



The ckm. ovaiabJe on tcreen. e 
ofttfC H jer Vaty** people 
who one fhwt-m. who Mi *» 
away, who are #c*. who wortr 
oVxyltTie jobs and can't attend 
regular ctowe*. etc Mpeond 
other r**ucto« PotoNi the re 
•pomtotfy ot conducing me 
claw. which they con teach 
taro home If they prefer 

A UTtd amateur photogrophe*. 

pett occee) to me 
coiege t dark room tocftNe* by 
joining on e t ectra i r e queue mot 
tchequlej wm o^omotlcafy 
when mere* an opening and 
ironed me r fit«aaecfr*c%K> 
Nucreen. On me occaeon. 
howev*r. he decide* to pan no 
hit opportunity to ue» the da* 
loom and w* ox^omottoatV 
««**n me queue to awart 
oncthertme. He eeecutt* the 
change In he oalendci— ie he 
dceycchedule ^touching the 



haggard 



r«tetno he 
(end* out 



oiden a tearcn 



the* tec*et comptroller* 
fteddenta can change me 
numerfc *pae*ev» # wmoWy by 
a aeen or teleph one 

The*e automated lemcet are 
ecefy tepfogro^nmabJe torn any 
pnooe at tcteen. a peaon can 
cnonge her announcement 
t ne e xage quJctfy an me need 
areei, 

Fe#pean< i^odotpno convene 
by video phone. which grvec 
each the feme of bertg opto to 
v*it wSh the other 

A* a matter of routine, me 
coiege make* ctae>ft» avoeap*e 
to the pubic over me *cteen on 
a pmcrve audtonty been Feepe 
k ever mindful mat a camera n 
wcrtchng nm n he ctaieoarn 

The itudent viewed the lecture 
from he room over he i ctee n 
and mode a \tdeo copy Other 
ftudenti can get occeej to me 
video, and copy ft for meir own 
vee. by caeng he number and 
entertng a temporary pom code 
in mefr TV^vtdeo vn« % phone key 
pad 

Peepe i memo to he ctudentv e 
an electronic mal mia ggt that 
he can detttsute autonxificaK. 
tince he tpfeen iceepi a tie ot 
me itudenn electronic od- 
d r—e i J 0 e . the* icreen 
telephone mmtoen) feepehai 
written he brief memo m Engteh. 
on requeft by me ceceMng 
sfudent. the electronic maeng 
function \^ou*orrwtv=oey 
oedotm a baec trcneatton o< 
the mtwoge nto spanen 
Getman. or Japanese 

The •ejctponic mo* lyitem % 
^eatvne irtctude a egnat thai 
flcehe* wheo o person n wo^ 
mgoni^genl mettage 

Sy accflcung a new» dato bo*e 
tttnrfco and typing m o fow kev 
weds FelpO can autckty And 
ony recent ttorte* on o gfven 
tucfect Mott ot m© Ktort« tticd 
oppeof m mqo» ao*v ntfwipo- 
dots ore occeuibte m mb 
taihton 
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In the text 



WerprefolkM 



odtot* 



SpoeJfeh- 
language 



founding 
American 



efcedponic 
feo inojfcei 



MIp« an Karwrtft any cfoto an 
h* tcreen (and occomponytig 
me»»oQe. if r* w*he»> to anyone 
•to on he •*ectromc met 
system 

telephone* are it! common, but 
tf» epiiode lutlrote* why 
screen* are fast caching up to 
them m papiiartty. rtvty are 
capable of cofYYTx^ncaUng so 
much mom 

The screen md* ft* e*gn lan- 
guage *?eakerv flat d ai by 
supporting o great number of 
foreign language pf^ormond 
fc*W** Sec«ndV me screen 
av«fcom»» the language bamst 
*"i marry caw stmpry ay oommu- 
nfcating through picturei (and 
totting coreumer* moke choice* 
vio touch screen*, joy fttc** 
etc) Thiro. tt^ screen * o two- 
way rr>»ctum that he*p« o 
foreign language ^eakef roach 

pooon when needing awt 
tone* 

Thii generation of stuoenft has 
hod the benefit ot the set son a* 
an MTpoftant o*d n teomng 
fcngfch Shxients may use the 
screen, tat e>ramp*e. to tap nto 
tngfch convessntion cia**** The 
Qrow^ig pfommenc* of icroenft 
ana other device* that r ecpond 
to voice command* 0 e m 
tnafch) grve* these student* or 
oddea tncenftvo to master the 
American accent 

The screen orrere extensive 
opparturvtte* to* electron* shop- 
ping, both conventional (ft g 
department store* > and uncon 
venttonol g . electronic 
*btietr\ boo«a* * cJanWea oos 
flea market*, etc ) feipe » able 
to tad out n momnrtts whetN?i it 
* economical to repair he o*d 
washing machine 



ittK 
tie 1150 



lhece'i an 



the ouoHoriuvn 
Kieen 



what the doe* 

should 

be covering 



review me Art* 
peel of the doe* 



the new •ataa 

record 



Image to 
fcodctpho 



N»*pe u*e* the scr een to mono 
an iTctant mqi*v about me 
statui of he checking account 
On agreeing to tend Jm money 
Rc<Mpho con complete the 
ttcreocftoo at once through a 
umpie electronic command 
The confirmed depoet tnmec* 
crtety grve* Rodo^pho the option 
ot vvtfho*awing cceh from an 
automatic teJer mochtne 
*hcud he *o desire mothe* 
ward* rhe »creen mokes it 
passible m effect tosendca*n 
to tomeone arnoct instantly 

A yno* togncU n The come* o* 
f-eepe t icreen Jett h*n Know 
when a new electrode ma* 
metsoge— *n ft* raw not on 
eme*geocv-ho* come n 

The Krig .Kmioi mgh School 
auditorium tx eaulppea wrftf. a 
a*cn» K^een by moaru ot which 
t> G<itw con remotely oddrots 
the 5tixtent»-~and an*we* tne^ 
quH*nom a* wel 

Vkjthescieen FsipAconvtew 
the cowne ttyttabu* plus note* 
left behma by the othe* mstn. K 
ton a* they tofce turn* conckx • 
mg theclasi 

The CKm tapea t\ its entirety ts 
C7VG*Ob*0 fcx fevKfw by StuO*»oM 

via tneif fcreen* 

P «*pe caere the pioving ot me 
record by mean* ot a radio 
based 'pov-pef-itten' kkvico 
Trm modem form of 'kAebox 
grvcM the letenet o vlrtuctv 
immesi to* on/ ot music from 
wb»ch io choo*e — ana a 
trantmeeon of flawte** avo*tv A 
eto*d» charged to the cole* 
outomat»ca#v k me ctanaard 
tee for ordenr^) o grven piece ot 
muec 

Part of me pcyopnemceo r»e nas 
ocf umuKjted n pureuri ot r>« 
Dhotography interect PodcJpro 
no* a compact rocsimto 
machine attached to h» TV 
video unrt that let) htm tronsnvt 
tti* pic Turin m very high detat 
Tfxl aua*ty 
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Saturday o just anomor work atoy for Karon, 
who hot m*ced me cow*, fed the chickens, 
and cotected the eggs before the sun mot 
The war* it hard. Out she toves the farm and 
she ear it imagine doing anything else 

r\leimer can Mice. Ufa It better for them 
now. five year* after the acc*dent that paro- 
led he leg* orKSneartyck»r>odtt^ if 
it weren't fat same Idnd friends, a few lucky 
br eato. and o steaaVy (en expensive stream of 
support services, they would have had to set 
the pioce 

mc**0 km ******** H0*$k*+dtN$ 
tarsd #%*r sttc* tm daddy onxgr* Mm 
to f tafy years ago, 

7h* hat been a good year far them The* 
mam cojh crop, strawberries, dk) very wet. 
and they got an excelent puce from the 
ipedaffy processing outfits that have become 
their main cuttomore. The tomatoes, green 
poppers, and onion* deo a*e doing we*, and 
they re ripening to* harvest at o camrortable 
pace. Karen and Jeff run the procxce stand 
«very week at the tormer's market *"i down- 
town nchmand. wtt» Mike drtvea off to N* 
physical therapy appointment at the g&neral 
dmc 

But the *¥* to the tarmer s market are 
becoming a Btneiess frequent MHceha» 
became adept at finding spot buyers whaare 
wflng to buy si bale, at a price above whole 
tale, at a rebuff, tome day* there's nothing teft 
to tei at the stand. 

Over bfeatfaet. Karen and Mice decos* me 
parHciicn of the day's war*. Of necessity. 
Karen and Jeff mutt aKtde up mast of the 
physical labor, using machinery and seasonal 
r*ed hands tor Support. Mfet frets about how 
Karen xM manage when Jeff leaves home 
Karen points out Vx* he had the sane worries 
twrfore Wtson tok^d me AS Force, but *o tar. 
•vewyihSTg has ksnedoutal right They 'I 
make » somehow, she toy* 

9ie pus Jeff m charge of otggsng the new 
fence posts, whle she inspects the com and 
the stung beans, lnen she goes to the bam. 



ffcrwng o sno« off a Tomato vine o$ she passes 
The barn & her 'office' . »n fact it ockraify 
has a smal desk in a corner mat suppc >s a TV 
video uoft From her screen she can control a 
number of different »obor saving support 
systems around the farm mat she and Muo 
prudentty purchased with the insurance 
money from hrs nccrdent 

EvtyiNnQ'* looking good so tar. today 

The m* volume ts norma*, tot content iu$t Q 
touch on the high skJe in the north fte*d the 
temperature and hunvcftT> gauges toe* fine 
Nto octMty on the gopher chart Planning nei 
next trip to the former s market. sr>e nx_*«rs a 
quick check of the ref .nt price for tappers 

Bock up to nfoefy-rtine cenfc +tf fte 
SSfserffS flrlt eft IVhyk) y+t or - fro 
tMMh+toftt>#»pickm<ttoi*fo# 

There * been rumof of a cold snap co^ng 
she checks the status of the anti-frost fans onu 
smoke pumps AX systems are hooked up ano 
ready to go. the message on the screen teas 
her She recaft the days when the formers 
lived m heiptes* dread of the frost— like me one 
thot wiped out her parents f c*m otound the 
time she was bom Ntow smaM f armors at toast 
can hoid ttx* own 

Catste the he*fe/ has been oojng father 
noorty the fast day so timetocoflDoc 
'v^eefe down at the vet hospfta) Kotencnats 
wth me veterlnartan for a few minutes before 
QMng him o took at Cosmo Ho says rt fust looks 
Ske she needs a vttomn booster, which he 
offers to odministef over the next day or two 
She thanks him and returns Cotsie to her stoU 
tossing m a little extra fodder for her 

Karen knows she needs to put in a soflo 
day at pruning and harvesting, to she attends 
qutokty to me rest of her aesk routine The And 
task, but one she does fotthfuCy. n to take a 
peek at me very special Stile garden they 
have planted in a comer of the north flett 
surrounded by a temporary r*cket fence The 
onry plant here. wNch they re growing os an 
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esp^mxN-iT. » m$ OL*coc*a cm a* ottc species 
of BraxWon orchid, recentty discovered, that 
hat become a prtjed spfcre plant 

/ can t wo* to see wftot we ftarveef. 
Attre If mjt« we Ya ftombJrrf onto 
jomeffisv ^X^* pcnna be onager *>an 
AruJBaa. 

the rnontfort mdteat^ that me aurtcacfc* 
pKmf* or© ttottfe. exospt a touch on the dry 
$0$ Kote<\ turn* up the water drop a nudge 
She then doubiechecks to moka tore the 
©ardecTt atarm tt octVattd he* main v*>ry 16 
mat me caw* wU brook mto m* patch and 
gfaro ft down to bedrock. 

As !t on cue. Karon gats cm emergency 
mettoge. it* Jett. cc*mp from Nt waWe-tcida: 
jevQ<ai cow» have wondered off. and he 
thinks Moont*om it hooding for me norm AM. 

/f oaf Atocofeearr. Ji tooatia Ane fatal 
mat t&y co» to Qaing tog* h*t w * 9 

day*. 

Koran jwttcho* qufckty to the trocai tcreen 
to tee X It con pic* up on y of ; . vn %ondartng 
artmoto At once the tcroen .".atpiCj/* a tmci 
ctoud of dots mot wocid indicate me mom 
herd ol posture Quk^ the spoti two other 
dots, not tor from m« creak, where Jeff has 
baen m*tc*mg mot new fence Thentneflndt 
the dot mot probably represent i Mc>onbeom; 
ft $ dOMng tn on me avKtcocJa garden 

/ top* tfw* ^aing far *** **c* pa*cn 
of ctouar CKind the eafee*. 

Sne inut* off the garden'* atom to ft wont 
bomer Mrfka. and twtngt onto the bock of 
Ccieen. her more. Kk*>g ccsoei the fteid .the 
wove* to Jeff, who already hat me othe* two 
ttTogg*ea In tow. and man gceopt toward the 
aurtcoaa There the find* Moonbeam con- 
tentedry munchkx; the ctover. and leadi the 
cow back to the herd 



mote W*» eA tcJ r o nic cow tag* may oof 
be at persona* a» a dbg; ouf Hey do 
ge# the jtab dbMV donT day. 

Deiprte Nt nondJcop. MKe • veryheovly 
lnvo*v<ad Sn furnlna the form. Hepertomrao 
Jorge ortd growing, number of Infc^mottorv 
rvKinogernent duKe*. which ha aid Karen 
bom have come to appreciate grecrtty • 

A farm, hit father taught him, « feeoptg: 
you can uta avary port but me tqued Ha hot 
otwoyt tried to And way* to moke every part of 
me form productK*. from the fcee dumps to 
the dandeiont- The TV-v>deo »a?een hat 
helped him carry the Idea even tether. 

He u»et me tcreen to keep track of the 
tarm't uae of water, toed. tort«ser. peit t ctdet. 
nrkcichlnery. and other paaourcet; watching 
agrtc^turat program* hat b*Jt hltatperteeln 
each of thete arem He ttacto regtonot and 
gjobat weather pattern* that nxjy affect thek 
crdptvM e a fc tor rnonth* dowr> the Ine. Heaven 
Rjfjacrfc>et to a new Depcitment of A<ykxaxxa 
tafvice thct uaet aaletta irnagjhg to detect 
fertCzer and moeture deiWencto* In the toi. 
trarwrirrtlng da*a to lU&acftoea* *cmena In real 
time. 

And he ipendt con*idjaroJ3le t*ne m the 
aJectronic rnorketpioce. shopping for an Hem 
of u*ad agu|>nent. offermg to »«ap ciilckeni 
or jarred honey and Jam* for o new taenia, or 
teewr^icoi^fwr.thekx^coo^ 
poydoy. 

Ml«e hot become the tamty't toctot 
teemtory, uttng the *cfeen to ttoy In touch 
wtm filend* ond naighbort. ewctwjr ye gottlp, 
and ttoy fcTf o o r i ed about event* at the church 
and4-HCM>. 

The toeen aeo prove* tooJuobto to him In 
copmg wtmr*hano)cap. Each morning and 
ofternoon he wotahea an tr <e* rc ee eSowfor 
paraplegic*. Tne tcceen e nab le * hkn to 
conmit ea*ty *m\ hit doctor and the dWc t 
pnyecaimarapet. And he ho* bean using the 
tcie ai i to work toward a de gr ee In account- 
fcXI— ° P*afe**ton he hope* to proct*ce In the 
ever*igt>«tt>oiJtl*)av»xjhome. 

Karen and Jeff are puing anient when 
K«e*igfK* her on her Deeper. SheandJeff 
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•Tie wtiM 

~*nmr~ 



a. 



trot to the hou*e and cal r<ut to Mike *tt& 
WTteon on the scr»#n." he jhouti book S%e 
and Jeff Join Mike In the Study Wfconfe* 
mem net being reatftaned to West Germany 
The new*, and me «ght of W*on kn his crtio 
new uniform, make Karen start to cry from 
mialnghim. He pleads with he* not to cry. and 
promt*** he 1 cal them 01 iea*t once o week 
from Gormany 

The col concluded. Mike suggecti Karen 



sttck around, he's teamed that the* Congree> 
man * hokJng local Qfftce hour*, and they can 
try cxl iee him. *W*re alreoaV h the 
queue," he toy*. 9wtfy ftefr turn come*. Mfce 
ha* prepared o jhort laundry **t of Rem* to 
cfcscuM wtm met Movee memoer. pertaining to 
federal ogrtcutturai poicle* Karenrimpfya** 
the Cono/eeimon If he can make sure Mr%on 
geft to fly home for ChrWma* 



' 1 k) 



no 



trm* 



***** 



*xp«ntf*e 

of 



ftdbOfretHtlQ 



Ai the piofte go«s on fo relate. 
Karen and Mite im the* screen 
toocc ^ow tofrranqeof 
•#o4c#t: forming nfonr>omj<x 
mecfcoi core^. elecfconic 
mu***p4ac«. and control of 
various farm lmpitnwi(» vta 
telemetry. theis> and counties* 
other teiecon¥nunh^o*tar»- 
bceed mcvKm have been 
spawned by the w^read of 
opHcal ftoe* naMonaty As w«h 
computet!. VOU. and other 
tectmoiootet. prtcti r> it* 
madtfi have dee**d stead* 
ai the products and services 
have become wtfespreod 
Service* that might hove »**<*d 
r> lWrx*ya**j»*ie»OTe 
cheap and c*>mmonpioce m 
2009 

Mlc*Mfl|tt>»torTrri produce 
the screen. wfi*cfi not onv 
enable* rer» to contact o 
numbs* of mahteti eorty but 
let* h*m use bldoVig at a tool foe 
gettnp, battel prion Further, 
me screen help* njm engage n 
•praactfve' *e*nQ he hm Et to 
contact small manufacturer* of 
oourmet food product*, hotel 
caterer*, and other* who might 
reaijre certain fresh ttQredtonts 
onscheeMe 

The form make* wide use of 
telemetry l e . remote control of 
equipment, reading of meten. 
ate 6K«i m* Imtfed arnouni of 
human labor at me* dhpasal 
Karen and Mke have ctangrwd 
the* form around It* me of 
remote control device* that 
ifnoate. nwrtort«mpe«ature. 
detver tertfctef and pe*«c*de* 
etc Karen can control af of 
these device* from her »cr een 

In* (T*mg rnarttfne* oVe Karen 
o daN report &ofh on the 
amount of rr* and on ifi fat 
content. rrewoi compcettton. 
and emer hfoftnofion that wi > 
help her manage the doty herd 
and tel me rr* proftaWy 

Rnety attuned sensor*, placed m 
me so* or among plant*' root*, 
take constant reoaYtg* on the 
crap* candMon and mtc# omrtA 



cha»w«hfte 



emergency 



shuteowme 



Spado! senton. detnet vec> signt 
vferotton* r> the ground mat are 
*efy to mdicote the pretence ot 
OOpneOj of other *ma* onirnoJ* 

The screen tell he* the current 
price* of Item* m th« tupermar 
ket . which give* hec o good 
*x*catton of what the ttem* 
mlgW fetch r» the open<j» 
martret m Rlchmoncl 

The video phone grve* trie 
Rotated tamei o chance ro 
*oc4aJtre wtt^ie taMng care of 
puH nf After chottmg w«h the 
veterinarian Karen brings trm 
cow to the taeen to let me 
doctoi hove a look 

K%te li constontty on the wotcn 
to? new cash crop* Through hi 
tcreen he ha* learned about the 
auncocio. a vk«d BrarPan piont 
he » trying to grow dPcne*iicc*v 
toipfoAt He chceo me ouflco 
eta otter consulting the ogricut 
tuie hot flne. from which he 
learned that mn plant ccud do 
weJ m me parttcmoi conamon* 
(Ornate *o«. etc) of he tarm 

The »craen can receive mes 
sage* even from 'wveteu* 
syrtefn* •uch o» waic»e-toBti««s 
ona cor phone* 

Ike a radar iceen me troce* 
screen ts an etectromc rnop ot 
the farm mot mow* me wne«o 
about* of tvectock mat ot(* 
etectronicaffv "togoed ' 

The fenc* around the ouIcocjo 
garden bemg let* man cow 
proof Karen ho* m*taiea an 
alarm that respond* to astuj 
bonce* by tend**) an urgent 
meMoge to al the farm i 
foeem She ho* an ovenvio 
mechonem on nei own screen 
mat enable* her to shut oft me 
oJacm that wood have gone to 
Note's screen 

Fteod*y rjvalabie over the 
set*— > ore cornputer progtom* 
that monitor the coif* of matorv 
ai* recommend feed mfces etc 
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m f B9 f in? 



The ■ . i— 1 1 tfwt h** oec— fcp 
oJ fh* DKOBd WomioHon 
h» ctn tjt to* rTKjxagt-*) the 



cowu Maty M^w^Kt* to the doctor 
lflhNL dodo* ano pfiyncc* Kwrapw 

bee**** hfli oan cotimt ««ti 
w<m \<M<y on the r r een. 



04 



The »c* ee n left Mfce 'attend* 
ctoww ef ctrot *oo*r tw the 
prtrfeexx and chaftooora. o* 
end omw quertoi < opoty 
take tetft. and ivctivt home- 



A computerised qu^Jng ryvfem 
lagimeordej ^ wr*ch ctftwre 
col then rv u W Hu i ftwn on their 
rcroem vrfNn S i the* turn to 
lorafc urtfh the* eiecteO retve- 



The \4deo phone htpt trove* 
weo*y *g(itoton mamtor mew 
D0«tec< cooJocfi and make 
fher re e N e t accee*** to ft** 
eonmeuenci m a rnore p*wk*x* 
vuay The rorrw icttmn » a*o on 
invaluable xxrea of pofttcoj 
Wo<TTiat*on a mean* of ooing 
confTOuenft qutcftTy and o**citv 
wtthout r>cv*\) to fefy on poteo- 
ttaty tMtd pafefei-ejppied 
data LegeJatoncan for 
•Kempt* und electronic 
QvQftionnatrM oTrectty to the 
home* of constituent* wty? ore 
regMexeo voter*-** effect 
turning the pot nto a true form 
o* dialogue ***h the people th«v 
represent 
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Appcncfec A: i 



FOREIGN DEVELOPMENT Of 
INFORMATION - AG£ 
fNFRASTWOWC AND 
CONSUMER SCfNKSS 



Th#» united $fa*#* has long lad 
ft** w*vw m me cteatton and 
proviean of TtM<Konvrxjri*caTtoni 
piCKJucttandseMc** TotaMMt* 
lead for granted N>«vw place* 
me U S economy on a perilous 
coursa AJrjKXty mm nation hat lad 
ground tfamcflcofy m me devel- 
opment and frKXXftocfure of 
teievHron* rc*0>*. re*#c**>oe$ ond 
ottwf communjcattont wfcmnt. 
and — ormoutfy — computers 
Omar notions or • r*»w\) anead 
v*ac*ou*N »o ocNeve break 
ttvoughs m crtticol t#ctmo*oc^coi 
feud* tuch at luperconductMty 

A* ot mote or oduch and 
t&ctwxoQim come together to 
fcjpporf what t* coned me mfnrmo 
«or>oge Tbe aoe » vi^tnewng me 
g»ooviot merging of telephone, 
television computer and ottie* 
device* as met function* integrate 
and as me> mc/eaanQfy ihore 
tionsmiK«on medo (notably 
ooWcac flbe* cable essential to 
'txoodoand') 

the mergng ot p»oduct> <xxi 
functions opens me way to a r«w 
wortd o» ien/v;e» that ate 
^OfllSZllCfr^flMfl and CCftWtTMf 



banting, home access to educo 
ttanoi and counseing Mrvtces 
cutf orntted detvwy of movies ana 
ome» ip#cJa« pKflrcrnmJngi 
teJemeMc tervtcet ttot iet me 
consume* control appSances 
rernotetv 

We beicve mat me anvoi ot 
me rrfocmaflon age * no longer a 
matte* of p*eaKHoa ft * fame* o 
matte* of fact and mo*enhEt\j 

On the atnerharV moughtho 
(ntormatan age may be the 
tnovtfoMe result of converging 
technologies the 'inevitable* lead 
of me U S ft this Held * far from 
assured America's te*ecommun» 
cation* industry currently tocm 
regulatory obstacle* that hinder 
TecnnciOgtcoj development Some 
nattonat govemmenh by contrast 
ploy direct roles *i fostering mew 
domestic hx^nctogicai r>du»tnt» 
and in btoc*t\) foreign 
tomp*»trtton 

The 'clppmos" tha* appear m 
me motgtns of the foHowmg pogei 
describe m» information age 
infrastructure and information 
services o* mey are currently 
em*tgmg m other nations 
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Apptwxgxi: 



TYHsS Of SERVICES 
THAT MAY fSMBiGi 
IH A BSOA£*ANO ENVIRONMENT 



lElEPHpNV 
WAV ft iftttfl 

S»«tcn plans 
voice-data inle- 
jfmtkWs Krtauton 
exec %*ys 

S»-oJcn *tli hr the 
f»r»t ow»n<ry in IV »«rld 
to nigral* <t> piiNx Ami* 
tcrvKf »rtt« rhr puN* 
wIcpKwK nrtwori ukJ 
tn off k »»i or i M 
hrxtvcwi Trkr*KW ( o 



WAV 9 iftM 

How Alcatel 
turned a sinkhole 
Into a success 
The VrMm f > i«*r*. « 
htcr fm tTT. a m wtmmtr 
ft «W frtwch 

when rrr < «p v>w 

crotroJ of >u *t*1d«ndc 
icIn.iKTicnuJ'ucaiiartv 
operation to Prune > 
Comptgrut (.ftntnie 
d ElectrKitc in Uu i^w 
it uH*«i »v .MTI h*<j pui 

At Mrt/n.| * 
Aktjrl ih» f^mcf IT7 
u-iii i> vuoiiT ill Ii<i4iny 
n..*r hlr » p»i/r ,«iih 



use toic***ig fet mdfccaN* tome 
of trie y*»wa< ccttegorte i of 
tervicet that are ***y to make 
ho^cqo» ueeof the CVOOCI>TKJ 
networ* ai o meant ©r frgnvnuon 
and connmgn*cottoo Thafctittai 
from e*ho\*ttv« NotaWy. It does 
not reflect TTm» v\xt poatilNcc f«* 
ciAlarn&iKi peronoJ ten/ice* that o 
twcxxtOTd networt« wouWtac*. 
tote 

• TYt!COM**tf*^/THfr WORK- 
ING Wortdno from home on q 
pertona? e*ynputef . occ*nv 
tr»Q rrxjtertcai and m*p*mattor». 
and a*r*«d#a weconte- 
encmg !ace-to*face *rf»h 

•■PBJSQNAl l.©RA**S Urrfltett 
cccocfty ovo*ao*e <o* 
conjumert to ttore pitif 
rnuctc. vweo sta ptcturet 
Rflmole *xary mmc« 
remote electron*: occe» to 
virtue*^ any pgblthed 
materia* 

• RFfALftG PLrchaee of fui 
range of contume* gcodt Wi 
te*»#n. tndudno food 
fcehJon goodi houi*wo»« 
etc Core\*rier> may vtew 
good* "try on' clothe* Nave 
product! detserea mrfte 
payment by drtct oewt. etc 

■ WFOflMATK>N/?Nfmn ALI- 
MENT Ne^/ttfornxstton 
eervtcet tcae of newt *v» 

ttock MQflinaticm. data hcee* 
etc at we* cm general or 
^ectatty newt content (r*- 
tertamment pay-par vww 
mxMet. rectal spam oro- 
grarm. pay-per-teten roo*> 
vtdftoQome* Specie* 1 
jnPorrnatton .eMce* op*"*on 
or market retearch Rrveys 
a**Ocia* , *xi proceed^gs a-'O 
recordi mJr«/tei from tiuf, 
meetirvi e^c 



■m^VBl ^OoJrtr'^ of f*ght» 
hotel, toun etc ove» tcreen 
tmicr to moee keed t> trovet 
agenti pMi. iee of *c*eeo 01 
•electron*: travel Jxochae* 
for rrfonnotton promotion 

RANKING Stocfc and othet 
flnonctai tran*Oct>ore via 
computer * c*ee n Ekr*mo at 
home rJrecf te ct i u ic 
depotrti mftant oeceei to 
oo»ance. le ctr o n K: cnecv- 
hoc* Dc*ancr>o. »tc 

■ RtAL ESTATE AND HOME 
KCOftATING Sale of real 
estate via tcreen view 
property on tcreen. receive 
'guided tour' from real etfote 
opent n remote part ot 
country Home decorating 
compute/ model of i nme 
cttp*ctyi voflout decoration 
rumftihtoQ paTfemt on com- 
mand 

• EtXJCATtONAl PfJOCfSS 
Remote c«e*oomt teeing 
and heanrvg o doit vio home 
tcreen Receipt of aeKgn- 
mentt and exomi lutjmeeon 
of rwrnevverk via toeen or 
compute/ kevtooord Acceti 
to » i » ct i o n»c itxortet. foce-to- 
toce coureemg. etc 

I SfCURfTY AND SURVEILLANCE 
tfllemetrtc (ramote) monttot 
rgofatrmt automatic 
rwttfkiatton of potco c* 
othen 

•MFDtCAl CONSW1AHON 
AFNtD K40N070MNJG leiem^t 
rtc dewtcet monitor neon rote 
oThe« vttoi (*gni trontmn me 
oaftent $ nfc^matton to 
doctor at onothei iocation 
data can go oVectty to 
medico! computer tor cMo 
nxjtk: onafystt Sopnatviotoo 



MAY {» ito 

l .K \ ( uthtan 
plans I ,N. 
J entrance 

l K Trlc-pN^ .',-1 
^ *)" v an * ill RVniH' o 

. i( iix v nt 1 n«i<n i innny 

INrrr iff rvrlK-m 
uppwiU'iHK^ t'W u» in ih»- 
Sutr* TSi wimhix « i«ii 
{YiitHm i» hrnitrd jt*J «*t 

i <n {«*rf>tfin«in.r ijuaIiii 



ttlfPMONv 
MAY? «?0a 

France «>mi^ to 
termwtith ISDN 



VVhik* ncf^i nitnitui 

adfnini\]>ainir»« «>«itinMC 
tu um ISDN And ga«M 
ISt>N i>\jrrnv uk >r»-i*,h 
Pit r»i lain the hull b> 
ihr ht«n> mfxi \\ mimmf j 
KsrvncniAi utifl l*kmf 

TVS! Hik-u. ISON 

vrr» Hr ffirmU h*x hrfl. 
j*iif»cd b\ 4ff KKri hi th»- 
Mt> nt Krunrx r**ti. *a> 

iti h>lhr wnilhi jm 
Vu*«titi,-» -\J>a'r- ( SS 

.).jcit4i .i»rvu tiU-< a. « 
• •m«vnii.HMl I «■■! 'i, ■ 



lvliS 

v hi .l.ilr.' 



BEST COPY AVAILABLE 
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APPENDICES * 



WVtMDtH?^ 1W 

Hungar> lnuncfm 
videotex %crvicr 

H uncart t>> 
iwv ■ umiwn i»l puNr* 

7"hr *vsirm mi whu h 
the wrv »« r ulc hr Ni vfO 
tax hrrn lupplKSl b\ 
Siemens AuMii* <*hik 
Mufnd l twnputn 
(rf-M*Htohftti «niKhr> 
Auttntn firm h»\ hfrft 
ihc u4f vippJirr ot 
ir rmnvah and fX *dajur r 

t Aldv W»t«l 



trorammoWe ovw phons Ino 
Cm from emergency vahicfw 
v-)o C*Mcv radio Foc*vto 
toco coureelng from doctor 
a» .-»nx>te location Doctor* 
and other heatrh car© prote*- 
nonafc can gam rut ant 
oecea to poUentt rrxKtcc* 
Ntta** v»uoi record* *n>* 
tQneouifY ^format*}*-! 
on *creen for out pot*> Ot 
dacuumg 

i E Nt RGV MAN AGf M{ Nl 
l<*»m*tric (remote) morvtc* 
my and control ot hght* 
hoateri etc to* pixpota ot 

connob can manogo °PC* 
orx:<H OJtomotK Otty 



■ PtRSOfiAl AND GflQUP COM 
Ml*#CAtKX^ 'Video 

vtow eacn other, a Mverui 
( Mlt fi n) parte*, at tney to* 
m pom at r> grout* Sharing 
of oWw mtormonon durtng 
video phone ca* on »p*t 



» DOCUMENTS Home cam 
putei/icreer>/prt^ef as 
meore of cff*f^HXrt>g docu 
menti coveora. ttcfcet* 
newipc^en etc.. two way 
capabety ato**>Q conejmen 
to tend am letter*, form* 
photo* etc 



(.&*AMA*.r>fvi 

j \ idciittA S%Mrm 

j nf * K<|i .» . iu uw 1 (• 

, I* itw ■ KAl MifJllvlH Hflt 

I lit* M «vMffii ir. tnc 
> *i<i|il ( jllctt lrlr«n « 
J Ok itilrifet-tr »v*wni ha* 
, .•■«! !.*« milium !•• 
j itt-«rl"p«nj aH««»\u»r^« 
j !■» -itjkr tr^lVllimu \rt»> 
■ ( lr« IfiiOn ni4il mrMjft « 
JIhI -li'Mtlliiail vt>(i»4tr 
K% Ihf rn«1.-t l«*Xv- tht 

t < (tr* tr«l ii • he vi « .n^r 
- -.if an I .] tuMr It-f 
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l App#fK*UC I 



NEW EQUIPMENT SERVED BY BROADBAND 



COMWJ*WCATtCX«» 
WS£K 

European Tele- 
«mi Authorities 
Pro note Competi- 
tion, But Outsid- 
ers Still Find 
Manj Barriers to 
Markets 

TV <Vvrlof*ncr»l nl i 
di(tut mubtk- ivvirm in 
hrpm t*i>in|t ill o< 

crtwutf a huf c mitri 

lurrri hut yti ip rtprrw 
* rr*1 iniftr^i in <WU v 

I *mtpr*n WlUfl rv Vlld 

And iin«- lumpriitinn 
i*r*pt*l«0 tit<S~trl"ft m 
I uttiprjin marten in Kbm\ 
it* ■! tfK) iimir d>»Mntr 



V\«ch car* the chicken 
of the egg* w» face o en-no 
d»emrno m ff>1nQ to preoict what 
torti of product! and tervfoet wt 
arte? at o Mroe when b road b an d 
catte to wtdev accent* to the 
pubic th»^ovo*Qto»fv of eommu- 

the rc*eod of the cot*, and ft* 
ipreod of the cat* w« enc**» 
and ittnxiote the d«v»tapnw* of 
cornmuiicatlofn < y y»coHoot we 
be** <* theee oevefoprneoti myit 
heppen. to torn* degree, tangflo- 
naouey 

The fo#cw%\} are eJcomp*e* of 
new co»TimiJTtea(tani product* Of ¥3 
■qutyiwtt trial wo beetva 
emer rje fc-» o bfOodEyrxJ env*or> 
moot The* product* eufct o*eady 
ri mnrt#d cc*virnercJOJ appicotvxii 
or m the laboratorv Webe#ev» 
that »he ipread of bioodt>or»d we 
•ncouraoo karpe-icafe mtroductton 
of theee and/or nTnfar product* 
•owertng priest and enccx#afle\j 
further product development 

O? the product! e2ed be*** 
Kxm appeal ri ou pro*le» and 
•omaoonet Soma would jtand 
o»on* whie cfhefi wouic combine 
ri voiou* way* n order to dorse; a 
tervtce 

for •ramp*© o combination o* 
»cnwr> oudo reepont* unit Expert 
*V¥terr cr>d cm«* tectinoicvK* 
m*ght pe ornong the component* 
ri o TV/v4dao machine mm couw 
fee p ood to voice commonce 



VlOtO DISPLAYS 



We ft«§*v» ttKrt moit wweo 
dkp4ov» wtx*j ba capot* o/ 
tofvir^ moca ir<jn or« putpoM* 
(tc^c* FKKtKW daptoyi on 
Opp<Qnc««). fcjc* at v^#vrfng a 
mov% at condurftTQ o W3»o 
phonacal Umc of dapwy* orvs 
oudto compor^nn wocW entai 
>oma »anoV*o. t^ca*vfr\i cx 
tTomoc*lnQ o^cwfxJng ot> ttw 
nature tt>» content ond ttie 



loroa ptoJecnon »c*e*r* 
Lat^a (tat toaene 
yOda34oyi 
HotogrophiC daplrty* 
P^OfecWo o on tiqntporttnt 

•iXfOCM 
WropOfOvrd h»od paaf/ 
partonoi vlawfng 



• Mnotura pa^onoi tcraant 

• S<*»#fa Oult n?o other home 

apdances 

• Touch tcta e r a 

• f\M nxitton vioeopnonA 

lmop*« ar« prv*ct»d onto 
icrvonj from a two oc mre»4an« 
cotof pfo**c.Of Mverot v/ordi awov 
SmoJ system* (Pom to tevan ?##t 
v^d») ore wtd tooay fot home iee 
en to mm Kich ot boa foung<M etc 
loege* *ystwm* co*trg S40XO0 ond 
i*> ore me* eaungpy i#ed m Pu«ne«i 
ond Ttwimcoi Opp^attontnow 
f^ojectfon fyr*emi eenotofv reota* 
tow «ohtmp teve* to ouv brn^t/ 
Cteanmoge* The crtvot of hi^>- 
dBflnfttan TV (HDTV) wou*3 rrofce 
mch tyrterm aver\ rryye attrocftva 
(mough more **p*niM» qi flnrf) 
becouve of tho cniper rendmon of 
th« pioaxrfed imoy© HDTV oa 
mown on large icraarw hot pofcn 
dubood 'feiepreetnco* bocomw 
lh» image t htgh mpoct 
viewew tt^ tenw oenoit ot *ba*xj 
theio * 



liirQ* Fkri Scraav* 

invoOM Oppeo? on fcarge 
»c»»an (20 to 100 te»t) m contrcwi 
with the protection tvtfem tt>« e » 
no need *0f a Mparata uta to 
"throw* th* imooei. mogei are 
fed djrocttv onto »qu*d Cfyitai 
oUpiay* of other now deploy 
*^hno»OQi#i apnoaog tho co»ch 
ond brtghtnea of each p<tur* 
component The opproocn aeowi 
thete fytterrw to be teod r> bright 
Ight condmon* (mch outdoon 
where fcttmpuhj ^OKjtncmd^Uon' 
tyUami are teed m uxx^i aienaa; 



tCif phonv 
SfPUMBlMtt 

VAN* in Japan 

nmVf t miv he IV mien 
i>^m AmriKin lmn\ ht\r 

t.nrihitKI Ihr J4p*nr\r 
If I«1 .«n» niarVfi 

H nh muff itun U»Mi 
\i>nipin\ uvr<« I ui • 
KrnH » \ AS n jtvr nx>o 
rurnvivr i<tinpMi<« 
nrt««tft in Jj[tai. Thi* i* 
p«rsiilt\ dur Mi t U|«t«u v 
t tvnrtitndtnp ptnititm in 
thr J4pjin vr rui'ift.»iTv 

T^M \ AS nurkn if. 

nil\ In* l \ dnriv « iU 

li implir. ih*i :rV 
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Sneden to link 
fered line phone 
sersires 

ihf titM .'.witicy m ihr 
•WU ti-l»ll« mtrjt'air its 
)r»<*0 '»"« dji# K>r»i».rN 

»itn it\ {H>h), t tf irpA><nr 
nfi»nri 

il l»V wo l^"^ 1 
*itrp nt«% hr in inir patt 
<r\nfi %mh the {H,r»iK 
[wm Vet %*mhr.1 nft».«rt ■ 
tnl«> the trlrphiww 

hrpun Jiv with 
iKhc. V j-htii.d* Kit «r«r 

%ltain»n% Ui MjpT'> MiinlH 



"f If i' «GNv 
jANUA-»v tqftp 

•\K Jit 1 to expand 
Chinese efforts 

< >ipi|\iniri within the 
mji<» •('!•' • « \*' ri(w r wi 

f hold » hu'friTH'ip !<■ lr 



Hat icreao ivVcktu are now 
vitvndva for hjgfvpriced profet- 
aonar ma. but If* techootogv w* 

OviA'i TO pOTTlft UK) Of *UCh 

«Vff*rr»nhorr^dulnQmarnk> to 
♦at* TWO 1 or con#onw-ortent»o 
prtcee 

M>Dtapfayi 

TNa»<*rw^*orvai TV <v** mo 
appec-ronc© O* dearth f o the 
conventional TV pfc+uro In^ogta 
appear 0r> TV sc;f«»ri but to 
'jump out' of ©*twxJ bockwcra* 
from »rfw surface Seven* TV 
manufacture** ilceNbo 
\<0<K»Mo JVC Mc ) hove denrv 
jrtfrated prototype* r> cofcx and 
monochrome of f«qufee the uM of 
ir^w.>'--H view Qicautx (Ike the jo of 
fh* , % ki mov«< nov*tfy i-O ttrfmut) 
Cc* s Cdo cJor.*on*trot^d .1 maei 
nxx**t vertfon for uee over «gJa 
TV '>*/rng tb© ) W Supor Bowl 
vVsoo can bo trorernftted w*th» 
c vjtront bmadcoan/ flrt&otapo 
format* NtC rv^o*monttrateo o 
S30X»0 3 D cj»p<ov tystem m 
folded to» m#tttutionoi (• g 
m^eum* mer chandee depiovi) 
and educational appecatior «. it 
may n* avoiafcrfe in !Wi 

! Hctopf apWc CX$pioy> 

Hotogromj petmft the appear 
! once of a 3-D imago w\ "thjnair " 

Renography u**i toter Ignt prajec 
J «on o* tmogev which can be 
i tcanned and deployed on a 
j *onetv ct lurtocee Ho*cvccrtc 

VTiogo4 mo now used tof art. 
| tt+occ* and mfttary appfaratiore 

I 0ev«4opn^r>t «o »Of 

j Pro{#cNoo on Trrmpcmit 
I SmfocM 

1 A $fli o» moving moQe e 
j dttptOYed on gfou gencKotv to 
, cftow iwa to m& ttvougb Jno 
1 *runspjOt»nt lurtoco wt>te errijtto- 
| rwxafy watching tho mogo The 

c eg c oc ttpt gougocx target ctato 



m pfO|ecfe>d onto o coc^^yt w%>o> 
iriMid to loot a pflof can tee * 
wb#e tooMn© ltwucr» the wtx»- 
ih te hfl The «amej proce* e ber»g 
introduced into lW>mode< 
ouftw iobe», ctoweno drtwi to >e# 
tpeed. \iet. podto dor gauge*, or 
other important data without 
gtoncTg owov • , on\ the cood 
Such pyilvmt ore wtdeiy teed tn TV 
ttudoi tor fetepfarr^fer script 
proferiton. at n newaca^» 

Wrap-around KexxJgtxv / 
f^extocwi VtewInQ SctMnt 

vvieolrnooee are %d in»o 
Trareixrerrt mceertai that * worn 
over (he eye* (e.g.. electa* gjamee 
or o face> mok on o helmet) Such 
tyiterra alow kvJMdunfc to tee 
meMogee or view other important 
ny*erta» cm mev nwe around a 
room The technology e veed m 
mtfloA/ appioaeom (e g . ton* or 
atcftif? mar^xialtorVtrak^g) end 
may be ueed m tome mealcai or 
eduTttonol eepertr>ertft 

Mlnk^ure) reootxjl Scf ••rt* 

Scseer* Intended for prVate 
vtswtng of overth*-ce: broadcast 
wtr««ne4ed. or peoonol videocov 
•ette progrcfTimro are now 
ovueabie Sony. Caeo. and ether 
rnanufoctvrert offer mch recerven 
wth th ree inch t cr eera tor under 
SlOO 

Set*** %tM kik> Othm 
Horn* Apptiv>c«t 

Tne«o taeem serve for video 
twtf. or other Worrnatton pertammg 
to tho um» of a grven ap. Jonce 
The video * re* i butt nto recent 
modee, of the IkJck RMera. which 
fhowt qcmqmm or other cor data 
rwjueffed by tie dtKer. coufd be 
hooked Into an onboard camera 
to show other video mcrtenoJ 

Touch Set * em 

An oveooy » attached to ihe 
ccr**rtoonci >4deo OMpJoY and 
programmed to that when a i*e< 



ofTendisUin X,25 
scrvtcr 

P«t«p4* npfwt^ti no* 
tipin>n«i iota ntnr iKhrr 



fESRUARY 'W8 

NFT jollies 
through a tough 
period 

NT*? i\ igyrc^MvrK 
f *p*fu1mf the tk-plmtiK-ni 
»«f Jipittl And ftt*" op«h 
JCthivoVOf* thmuphdvt it\ 
fwtuioal nci*ort.. and 
pr-pinn| far ihf (trd 
tiwiimcnitl k»ryr 
tilfrnrqt o< «n mtr^raird 
«rr*KC* tVfiuil wv»»of\ »n 
the wtirld 

Sci on\% n it k-*diri| 
the wnrl(J'\<inin» ini<« 
< i<ntme(« u! ISPN <trpk«\ 
mrni »t »lv i\ v«XMn>i t 

tijMi^ rout? bei**m 

Uvt tutamn \ k«*itn *" 

N»»ifl\ Ml \cr\Kf\ *;k1 
[IflNlUl In '1 hilt tW\f l.¥, rO 

but i\ r%H iwm nu>lt »»r»*. 
int. I in) in ic wpen*" 
trmnrul r^uiprrrf m tnJ 

*ppln *tn«n\ 

<M>itpmcni nunutj^tutriN 

Jrvf llfmrnl ..I JM»s 
, .irnfijr:bk iff-ii.'.*lN ii. 
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FtSMUAPY & IMA 

ImerrtalkKMl tele* 
com spending on 
the rise 

A» the tmemcional 
te tc* ommvn* *inwi> 
cc*Ttmuniry » v omrmunent 
»o the micfnttrd ver**o 
dig lUl netwwV or ISDN, 
muun v mkI 1% manifrticd 
in the put'* ociwiri. the 
IT! » " abihty to compete 
l«r large cuuiwnm »ill 

'IKTW - *r<d SO thttl 

it.*iHivc in nwnprte 



c C6fiHAR> ?J> IWtf 

Bf II Cattail* tries 
voice recognition 

In a p-.ni venture *itf> 
3eH NortSem Research 
•nit Krathrm Telecom 
bell '.'mkU h*» bimetal 

»)Wctr, trulthftivbill 
provide cnHoown of thr 
Montreal Uv,-u calling 
mti witti to Ktterartm 
icrvict diracrvy 



touches o carton pot* on the 
screen <e<«tt*vane on 
imooefyompf on the video). 
c#rto*r\ ocHoni ore fenplKTiantoo 
(e 9 . o *oeci*c rww hvago * 

ttRptayscn Th# (CM 4 US* VCitOU* 

nftored or other tsxffvioiogje* to 
etfabisn the x ond v cxxxdkxstei 
tr>a? an* b*ng Nxched ans relay 
that tntonriotton to o fun ■entr. 
which generates fho appropriate 
vid«o action mdMdurj touch 
K**ens now odd about SSO to $30 
to the co*t of #ach d*o*av arid are 
used m engmeery>g. education, 
and rttolng accJcatton* g<K-«f - 
aty «#d to iveroctt*e wyjnooTsc 
and/of computer app»canom 
Depending on how the vtdeo/data 
prOQrgrn It arranges, such Touch 

e*nt can •9mtrx>m rho n***5 \v 
adaWonal keyboards w *Oypocb 
for viewer mpur 

f*#«tt#>f ram* VW»Cpf>0C« 

This device * a camera c*vj 
video scngm co f ntoe v rtVvv toot 
tforwrv*! o picft ond co*fcr«e* 
over o vatce-prod* telephone toe. 
» * cxmrnectMy avatdbie todoy 
for about *40Q. !r* product hoe 
not ochtevwd **imflt nod occep- 
tonce yet. in port because few 
cut*yn*t> have an rtvnaxfate 
r*>od to juch a copot*ty. and 
po/*y oftcouee t*w consume* 
knew such a e*pabs»ty •** . 

Ful Motion vidsK**o<v» 

The device, which mm a \*> 
mot*an camera and an *n*»grct*d 
v«#o deploy, ha* meted eig?ert- 
m*ntafygncethe )^0i and enow 
indet tertxe development \r\ 
Japart Product! now I* detlyt 
would tequfre 644aot# It onH i on 
toe*, which would be problematic 
tor today • telephone networtt—buT 
fot<ine kn broadband Of SON met. 



introduction of many audo aon> 
ponenti that toS wo in* coteaory 
of voice (eoagnMon and ohotc^n 
^4*e devicee would gh« (h« tmm 
on arfemaH^ way of confrollng 
equipment when he/her vleon and 
hand* ore other*** occupied 
(e □ .. a p*ot or aperoto* or com- 
P*e«e<H4pment) Fofthecaiuai 
u>er. vo*c# wcognjtion unin may 
eimJriaie the need to ute hand 
COfitroe or heyboardi for taJng 
conynarx>L rtqh^uattv wund 
rtproduct^ une* mov be knpeo- 
ded into c«he? comnxinteaftoni 
fyrom* (e p.. TV* ot %4deo cot ur**) 
o» nxiy be ueed lodependentry for 
muec . voice menage*, or perianal 
■>ar*» of auvto rnatertaJ 

• leon-auawy tound teproduo- 

NonurM 

• Vc*c+ QCtM3fton/«pon»* 



Broodband wH itenucrt* th» 



* 7«jrt-tovoice convewt#n 

• voic#^o4e«(t convertaa 

HH^-Ox#y Sound 

Th#«e component! ore Hmear 
m t\nction to todoy'i 'iteota' 
lecord! ond tape* ot compact d* 
unrt» They reproduce stored nx»o. 
or *ive* audto stone* w«n areat 
ttoefty. Pfoceejsno dlaffofy en- 
coded sound. AoX^aJignatof 
more man 100XDO bi* per second 
*N«iuatyindMtoo>*habselroma 
% hm* pecfenoance MCrocompu- 
ten mot um» COi as esotoQe 
ocNevew^ef tateiof upto 14 
nnaonb^otecond. Voice 
reproduction unlss suc»i m convev 
ttonal teJephon* handset wl 
graduofy ajwe way to sen that con 
mdte better \m (e p,. greote/ 
Ad*ity and user control!) ot the 
•»par>ded bendwidm ova*** in 
o home served by broadband 
There w* also be unit! that can 
recetw* 'kjqTo* signal! over broad* 
bona to desver —ftemeiy high- 
quolh/ audJo programneiQ. we 
ei©ect theee unJ* to be priced 



FeaauAftv» itMe 

Tefccocn voice* 
crosft ccfftUiietits 
*H> message of 
progress 

J»Ttior> *ill he m*fe 
■vaiUNc on tttc *xJcx*cxi 
«>%icmttot Mmh 



TV cufwnKO ot (He 
Mctn twiiehmf service. 
i*c\ffTMk. kKti <Uo 

Md eAhMKcJ whvnhef 
fe*rwe« «nit (ommve at 
*-e Mrrve to mm thr 
mcrr»\ing demnnot of ow 



All trf am cenntl 
office* ire ivm Ji|it»< »nd 
■re intertonneoeO by 
fiber oprtc c*Me\ 

CMMta 

TV ovenlt |ott of thr 
(RodemitaiKm pro^fMtn 
i* to eiuMith a disiul tn 
'rtuructwrt- m key 
kictltoo* arrow our 
nrt*oft by Uir iwJ- 

two* 

TV company witt aiw> 
teu a new trwr active 
«r4eotei aervtcv for rm 
demtal cwtiomea trm 
year, fcaumr^ a North 
American protocol and 
(enmnaH manwfartiired tn 
Canada 
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•V pftskri **K»hinjt 
|vNn riat«nrt««<rl i% 
jtlantv-il m)« nrtriwJiMrd 

•n iwkv VhJtiHc* 

m r> |, f js well tt\ 1 ffd'l 
I .t'ii If lt-nht*ir ^-l\t\i 4tT 

.-t|riifd •«■ V lumtriwii-il 
«» iwi *hi>? ihr iiiti . 
.IihIrmikI Satellite 
K.i\ttir^« Swtrmv it 

l>fnnu»rfc 

W<- hj»PJ«»Jj. .KM III 

iU tupnrxi trlrphnnc 
•I »»ttif* inlnr wiiiltl 
.tint thr i-Uc* Jfr iVliniirli 
3m.>ny ihr L*»t>«l m ih» 
w.«iht V*r havr lull) 

fvltlhlCvJ (IUMh >l4ttf 

iir (m.<t1\ tvi^rtf %m \ ?t 
4iu1 V tr*|Ti !\ 
j i» M <hilr lrlr|*hi»nr 
•H-i..rtV viiiffiTiy HIP* 
«t thr jrrj 

JuiUnJ Trlephnnr . 
*H.flcp* in iirj»-t |«- men 
Im«i«- i iwnpeiiim** Ukr * 
iht ••ltrn\i\t j% »rll ^ 
ihr Orfrns«%i %utxl 

Imbed 

• •pK i.tMr* 4rr aUi> 
'ttakiitp rxmertul inhwfct-- 
mm * nlfSfn) ton, >1 

umiulvilik ict.hm*^> 

The lirv !Sl>N 
iv-[»itik UiaU kjtan tn 
r inland in WX? 

Ihp UnC l»l VM*CO*C* 
iplrii % and 1*1*1 vrr» u r\ 
intht tclni'tnmunitali«in^ 
nri»ivV iv a I mi ir* rrai>np 

AuOi,x tmirmx r and 
vitkMiimlfrrmf wr>Kr\ 
jip paiixrif McrfX*iKr av 

ihr todtrtp mrihmh arc 
imjimt iny and the t i»m > J 
djj iiai Kanuniwiitft >\ 



axxierafety and in o range com- 
p<vnt4& to p<ti#orr<VTy telephones 
and rhsrao'CD lyttema 

Vote* AcffvcKton/ 
MMtponM D#vte»* 

Vokre octtvafloo corrtpcnent* 
d« d*#v1ett* that *fc-ifa*pf et* spoken 
commands into dato control 
agnate that octvate o circurt 
These component* now i.ee<*i in 
mUTOfy appeco^on*. are re*afrver> 
ttx£x*n*ive ?<K*Jre that they be 
'tuned* c* imprinted wtm the 
particular uw'i voice, and have 
femrted 'vocabularies* ma? tne> 
r rdsarnre** m the latoratofy. 
speech cctatyss devices are 
advonctig To tt>« tioge being 
spsafrm-mdepeoaefTt 0 « . being 
abto to unfjofrtond coovnancH no 
rrmtta* wnoao voice utten tfwn) 
On me "low end* o* vote* octtvo- 
thxi devices— -tjtxief S20 rono*— 
are 'ctacpeo* (device* ttxrt Ujrna 
an Sghti n rmpome to dappTiQ 
honds) and *pfe«nce detectoa" 
(wrnct\ octtwote circufo M^en tney 
deTec* mo Won c* tt>e mTeeuptton of 
ight patterns) 

T#xMo-Vo4e# Cofiv«t*n 

voice syntn^ cNp» tor PCs 
o<e ava»ab*e Today few nominal 
p*k:e» (« g . S?5) The»e c*np»con 
bo dftven by uMf -written com 
mono* or corvwcW software To 
tTonncrte 'Teiff* r»To o voice rena> 
tion Tbe better tfie toftware and 
cNp* geed the b*tt<y th» quofty of 
artificial voice rendered On the 
'lew end.* today there are votco 
«pon*e devtoet mat rery on 
stored voice meejooes father man 
voice synthesized for the occasion 
(e q warnings m can that "the 
door e open*) 

Votee>-To~T#xt ConvMtm 

voice- to- text converters are 
ccrfTponents thai convert Ive or 
recorded htman speech mto c 
stream of text At present these 
untts ore curtorrvmode and ptcea 



r» the S KXOQO to S3OXK0 range, 
they offer oood. but not rf aVrie. 
oxrcurocY They generafy mult be 
tuned to the user s voice (km 
prtnted). and require at least o brief 
pause betw ee n words Rapid 
advances are being made in 
Improving the* 7 capc*^e« how- 
•vet. we espect aggresstve 
research toward cleveJop m e nt of 
the doss of component due to the 
potential poytock in lobof (steno> 
graphic? savt^js. 



Proceteofi ore computen that 
are specialized for a doss o* 
functions Computer TVs woud ha 
pcrticuarry adept at off enng ueer 
control over video data streams 
(e g backup, speedup freeie- 
frame. edtt objects m the 'picture * 
etc ) Neurol computers would 
spedalza in mimicking human 
thought processes, the category of 
artTftcto) nt*«oehce processors 
known as *e*pert lystems." oteooV 
wwery ovaUabte. 'botftes* thu 
expertise of a human expert in a 
arven oTs-cjpflne. er»ablng others to 
conjut mat expertise os needed 

* Computer-TVs 

• farter computers 

♦ image recogr^ert/onoty2ert 

♦ A! processors (expert systems) 

♦ Neural computer! 

♦ AppJkvx^/eaulpment Oog- 

noctte computers 

• Household robotics 

• Prtnten ana focamsA mo- 

ct*>e* 

* Optical switches 

Computer TVs 

Digital TV sets mcx»o» severe 
cc^mponents. One of them no 
procMSOt thai is spectateed to 
perform image processing tunc 
ttons on video 'data itreams * The 
unit could, for example dp and 
emarge the image, recomjoute the 



Af t«n«tijKtUll> 
rrx/iMTUi tpecxh. wtuicn 
d*x umcnu. d*u ti ill and 
1> pirivrra »*» «n> 
k^aiHxi in the natHwial 
irmiory 

>b? roc«tut> inili»l«l 
ifm*i(th fnrnch-<.<in\«n 
i iKiprraiion. rff i»r:\ (of 
xtandartftfing pmctmti 
i rtating hunvrAn value 
added vcrvH-o and 
bfingtnft «r>tcr» iMn Unr 

Hong \v«g 

AN*it hill ii( all«»IK 
an m»>» ramcd i*fi * 
fihrt <tf*u table nrut»» 
«>nr t>I the l«T|;(\i Viiiriiiifi 
ort>4>i »»j>t»a! fibpt 
nritkitfVx in thf *(Mk.l 

A widCtWKt iirlwuxi i\ 
in ptaic and«ui he 
rntmrxrd in rarrx 
inirrAitixr and Mtk-o 
>cn wt% \ih h a\ « mbk 
irir\iSH«i ht«nr rwinkmf 
and trmiar \lw>pniii|( 

t.r;y;il drvCli^unrnt 
n| i)k- Br/rq r>rTVk ivri «i|1 
ll>< dlftlUt 1rihTK>k>j(:r\ tti 

»* lit hm* «nd tramrnii 
Mi»» \>Mcm\ lomhtftfd 
with fihri i»pii\ t ahk » m 
thr mirntrhan truni 
ivMrtn 

Fhi* yeaf wilt *lu. \rc 
the tofttiflirtd « apamion 
«U the pack.*. i hcO 
data nci*xrt . itv ludifig 
thr intmduiiiim it! 
*idr«*r«i and rknmnh 
m»>l vr\kc\ 

Japu 

He arr >Im« !.■»» 
tnrward t-. the \un ui out 
<t»mmCTi ui 1SI>S 
*-rvur\ thu \p«tnp 
brt*»etn T.Atu ^ty»it 
and ( Kai ,-. 
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Korea 

Thr Integrated Digital 
Nci»tvt »■(> be ( tun 
pkrtcJhy l^md ISDN 
»>ll h. realised by year 
JflUl Thenr mil he ?U 
rotllnm telephorvv iwkc 
the pce*« hv .XK)I 

We ptan io mMc 
ISDN liVr kcrncct 
•trendy a»aiUhte vthe 
P»iNm. by ihitwrvuil 
Pitched digital nctworl 
even befitc? thr full w*k 
ISDN i» imptrrnCfKft] 
HtMdn Group IV ru. 
■>thn u»r\i>t i"Sl)N 
irK Iwdc i omj*r**ed » wJco 
UsmmiiNrtxv prrwoat 

KlflCt. xKfcotCl. and hulk 
dm i nuiUTiiikKfi 

Poftugd 

Thr intmdixtuvi n| 
ISDN in Ki*1«if»l 
Mheduied ti> begin m the 
f.rxj half of iV IV** *»H 
e*i#Me the ftdw. ium f»l l he 
gap hrt*«-n K>rtug4l arid 
'.he "«hrt t.%Hir«nc> of Lfct 
it t\ the \tratrgt< 

ot»jr* ti»c ctl l\iOi>|fiirx 

Sau4» \t*b*M 

In peneral future 
i-tpantnm tit i he nalnvval 
nifujtitwufi nciwwi »tll 

v * s <«npii%hrt »ith 
■{■glial f*ol«ttr* u*inf 
dipital m« m»t>r radui 
■lijtital t,tmul v *Mf jr»5 
• tbet of*K iaWe m 
pfrparauim !»« tne 
r Milution tit thr iK-twi<% 
in»»n3 *r> irur prated 

! he minuirs i\ 
ntcvrntli nJAlliu k - * 
puhlu l**. k<-« \» «u h Jau 
sk t*t>rt u\it\f 'N r*-*C\i 
tr\ hni.hijtirv j* jiljhir 



data **am on f me imng* *<e*e 
viewed from dMettoQ ongtet, 
*o*c*e *c**ect»* h m*> image *c* 
ew cM ton. fejjtoeemenf . move the 
"center" of the> >cre e n snog*, etc 
TTivs* epedat t\nc*ani canno* be 
performed unle* the Image » 
ovotot^holaratorm Socn 

teflon* Or* t>#*V pef!<C*Vr*Xj 

C*eady In lofrorofory env* o nme< tH 
men cm MtTa Mecto l Us 

Foetev Compute* 

today » rrtCTOComptrteci or* ofcJr> *o 
mo»* o* manfrcm# procaaaor* of 
20y*<*»ooo P tf ort^jqy com- 

hov* *vrocfc«t#d K> n«ar fh* ICQ 

ranga St*»r computta fvr» »vwo 
fester Much of Hvi progma m 

mt#(ycrtwyt c4 c*ct*» and o> 
vane err «cvtt in cnfc> rnlnfotiJttattan 
Gf#ot»* tpMK* ar» prt th» way. 
cxffTpnt r«M»arch and d»va4opm«nt 
m ma ar#a k dV»ct»d of parc*«* 
ptocMMnQ t^cTmcdOQy. fn5*€Con- 

opNcoi c«mc>u«no *c*c^* 

oagr* to reach th* comnwc*at 
montat «<tMn tvr^wvi o*rx» 

•xp«c?»d trcJud* ih# •mt^ddng 
of rnof • oxnpullng mt«Ag«nc« 
r.to many houNPhoW ond automo- 
tv« devicM rnan n tn* caw today 
wo B#*#ve f#tdtefi and mtofnv,- 
hon pf ovident may emptov «P* dd> 
tted iarQ*«cai» ptoc«wc«t to irtve 

comnxrtcaftont opplcc.toni 
fhoy of *f to cormrrtMi 

lmog# e#cocn4z*>fi/ 

AJttvxjgh wq^erimentoi at m« 
momarnt rroQ« tecogninor 
c omponejm are ovo*awa ffw* 
devtc« *vtow" an oWect wt>o«© 
LTogd «xrv tramlotd mto c*gttoi 
form to* anaMto otcJ compo*1»or> 
wn^i mamoctrad rnoo« te q 



irrwaMom #irn from fTMrtr imvad 
copacty K> #oe» *teKJM*n*' od*#cHi 
In lufllcitnt two* to dtolmkxj% 
b«N*^n •vmn *Nng§. ttw maM 
compu»fcTg Pcts**f *qur#d tor lha 
anotyim. or ^ <h* mJHoo coit Th# 
pmwami of «ofog« copociry and 
compaf*xJ pa** ocobat% >«« b« 
r A«d w^mn th* ttrriafram* of *x# 
won 

AJ Proc#t90a 

ArtWdoi inW^<nc# procewoiB 
nav» bawr onxnd rt prtmWw* form 
*oi rrxmv yaarn thaartWclol 
mt«So«nc# w anvt d to nfr» » ih# 
codWcoHon of numan '•^5#rt* 
tnou^t pjo own Info compuem - 

nwdcal »p«oiaferti hov» boon 
irit«M*M^«Kf«naVi^ fa recced 
ma tnouflT* pfOC#*s tr>*> Mng to 
Oognom of o w«da Qfray of 
tymptoms. Tnat 1f>oupht procaai 
wo» convartad fc-.to o togk: path for 
o compufar to foiow Hkgr^y 
pforrm^Q (and qucio raaJti or* 
ovaaat*a wnan tf>a At mocr>*na a 
gtv*n o iymo*om «at and g*Ved foe 
ocfoonoak. AJ aipart fyttam 
•oftwora a avoaobte tot PC xmmn at 
prtcai rangk\} frorr. $100 vC> Tha 
$ofh*vva do»» no* «tort o* on 
>*pa<V but muif oa "toutW oy 
or aipart r> o lubjact of t»»a uaar* 
c^otea AOar o tenotny *artat of 
mtarvf /via. tha aoffwor. a rnan otxa 
to nv rjc occurota* tha *<pan i 
m^.jntpfOC—l Ina tacnnotofly ■ 
axpactad to contmua deva*opinQ. 
and to tafca mora commefCkJ 
forrra oa computing and storage 
copactne* onntinue to evpond 

NasraJ computer! were 
advanced tevaroJ yean ago o» ot> 
cstamattwa to tne pf ocaaeng 
methodi of cc>nvantionoi log*; 
proiettcxi Ina dffhMance e itxit 
rieuoi daognt wv« to rmmfc 
utrncn ttxxjght procaetOA more 
-io*©»y man conventiorvi romp»rt 



Sineippr? Tckxwi \ 
note u to cattnt** K> 
S^oMpw* • ervtkppnvnt 
k% » leadKM rammutuc* 

r we w Mi recent w*r%. 
nrr luvr htuh onr of 
Avw'» mg»j Vvynrod 

woo mf mew mnrv 
helping Sinfipotv 
drvcki^ into «n m*fm 
ttontl KtecomrmmicMton 
huh «mh modem 
nrt^xls «nd tywcmt 

A trul n Mi tat mtd 
l«H»to»e»lTHc*(^ a 
highly tflphisitfttcd 
*Mteoiet tyvKm »ith 
ph<«Of ntphx qutltty 
display k?y*<vt vtrh 
«nd sNli(> to handir 
tluncv thimvn The 
interadive %yMem will 

•Ikv* wven, {r> t((t>^ « 
*«1c range of v\Wipuier 
ha««. intornuitwjo no 
hutinetk financr m1ia« 
mm. entertainment navel 
tounvm gtt»efnnKTii in 
ttirmaiinn and fKmrnn 
thhMitftc> 

Tarn an 

T u men the npid 
BM»th nl dttj iraftn ttv 
«MfJ ppt iet v»n> hing 
«j«ta networi " under 
\nmtnxtiao SnVtse* 
hav en^oved ^trai *w. r \* 
vnu e n\ intri«1i« Imf* n- 
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APPENDICES 



The i uctx*»iivci h*v 
^KotMihlnhfd i)*t» 
Ncimtfi. m EnxUn. 
<>f«ri«ictJ thfiugh imwJ 
•tivtlwcd i>*.krt \*»w h 
!r»n\miv»H»n nowint* 
topnSrr withielrUk 

date mlprmftlKKt. ^hnh n 
the ftHisI advanced 
irthmikiffy ■>{ ihr .'(*& 
t mtu*> 

V»rrt («fmM^ 

The BurvV\j*r\j ha', 
drt Hlrd to icm ihc m»?irt 
jt«d to \imul*ir tqpemunp 
i imdtt>on\ vn th*i pervmt 
nerd* If* * kJchtnJ 

munx ations < *n he made 
i one rrtr »nd Nr devel 
i.pcd 

The v-ttinp up ol 3 
preliminary 'fctdrtarul 
nrlvmrt. he pun in iVHTv 
\hiiut() *cevr ihi» f^jrp^ve 



enr**«<e The eveufi m neuroJ 
computer* w«e expected to 
resemble fne processor tJructv»9« 
found in me human txasn The 
expectation wen that neural 
computer* would be for eotfe? t o 
convnond and program man 
corivanftoortcornixitwa because 
they wouW have o s*r#ar 
"moughf* proce** Scientist* stfl 
hav» o vary long way to go before 
mey con soy mey *undersTond* 
rfw* human tvom bu»lnten*e 
inter eft m m» field by researchers 
make* it Utery mot we we" see lomo 
fiurt* of me* r^ve»tigcttons m the 
decode* ahtoocl 

Appik>nc#/BQg<pm#fit 
Dtagnoetfc Cofnpu^ft 

Today * personal enrnptiter*. 
copier*, printer*, and other device* 
hove Sxi*t4n $etf<ltogno*tlc procee 
son that test or 'sense' me proper 
fux^onjng of fbe Oev*:e« conyxv 
nerrts and report problem* for 
cc*rectfve oction Automate* 
service centea have tmtfc* device* 
to onafyre comctfe* problem* n 
cm Fhe coit fof the dtagnairv: 
processor* varies but can be very 
tow. ecpectafy t such device* are 
fc^orporafeo w© me eqUpflnenft 
design and rnanutocture VMe 
expect a continuing trend toward 
the placement ot such compo- 
nents m a wide range of equp- 



The Ine between robotic* and 
electromechanical device* (e fl . a 
dfcbwojneo n sometime* dKficort to 
draw The sophistication of opp* 
once* that hove *tNr*ing* abttty. 
or progrcrTYnabfttv (e g . micro- 
wave oven*. VCR*) ho* increased 
dromaticoty wtftf tbe mtroduction 
ot ine«pen*lv* p#oces*of cNp* and 
memorie* Zertm ho* retoJed a 
robot lot" m recent yeare. priced 
at about S 1 .000 Jhe robot * 
movement* eve controied by uter 
wrttten pfoflrams ^cornrnttcioJ 



aj>p*CGtton», the rnochine tool and 
manutocturtng rKJuctrte* have hod 
oood succe*i wtth robot* m asaenv 
bfy ane role*— etpectaty m Japan 
and m some U S outo factor We 
antictpgte a DenUtent evoiutton 
towoM more and more ttored- 
pn?granvcon Ko ied device* m tne 
home They w« not toe* *e 
arcner>pe •robots" but wi auto- 
mate the pedormance ot rxx»e 
hofd chore* wtth some dogiee ot 
(NedbHty 

Prtnf#rt and Facskn»« 

Ovck percent of ttvt c*most 
20 m«on penonat compuiers used 
m retidenco* today r>cve some 
form ot printer tot hardcopy output 
These printers are of varying quaWy 
and tome are reJaftvety mtlexsbio 
tone ton*, no graphic*) FocsmMe 
pnrrters can act o* duoi-purpose 
device*, servtng no! onry to prtnt 
*fosr* document* but a* a general 
purpose computer printer The 
mom obstacle » the need for 
special paper the rvwt oeneratton 
of fax machine* (Group IW 
ovceabie m tw. w« be obte to 
use regutar paper kmng to 
increasing *n popUartty and unrt? 
hove decreased to me SflO) ronge 
Computer printers are priced as 
law as SI 50 

Optical Swttclw 

The modem communicaflons 
jwrtcMng functions done m tele- 
phone central office* ore presently 
based on sto*ed-progr am dlgttai 
comouter* A* with other com 
put^r procesKors. the speeds mete 
swttche* achieve have risen 
tteodsy over the years Anew 
tecbnology. cofed optical swftch 
mg. is under study for use m mese 
switching computer* Thetecnnoi 
ogy offers great promtte as o basts 
for a speedier twttcn. and is 
expected to hande optic oi stgrx* 
fatter (becauJe the signots mov r»Dt 
hove to be converted back to 



'I 1 l f'MONV 

(»rnmtn> turns In 
French videotex 

.l«>\Ih <tU< t haii»;r M 
l^ihtit »ilVi<ri J»«ln t At. 

iln»f> prtvnt \Unrf<. 
*hn h >* Mitnlji tn !*■« 
HriHNh I flf, ittn iipflj 
ti-iflt ill IdMil nt |MH 

%rt> m e 

In 1 1 .it ii r rtmti in. ■ « 
nulltiit! Vl.i.mu i.. 
Irlrirl irinmi.il .u- ■-■ 

iiprrjtiiMt jii rahri 
<«i\ n rrtiiril .ii j 
•.iitiii.ji r.-t inf.. mi .n. .-, 

[ii.it .,U |* vj. h*v 

li.Miln'tw! ;wMi\huif 
.t.iiii.ji., t N M s.a. ..i,t.. 
jmt n* m itftlri i <rfii{Miii. t 

• til I Iflh ^ l«l 

■ - i Ikv In "*liSt 

I. 1 K t III.! I. 

irptttieil'ti jiw 
lu rVi-n i.hmiIi in.}- j 

Irt, h i Hi, 1- |. 

I. hotl » m i 



•HI >N* 

NT I prepared in 
nffer ISDN 

NiJ'pni' Irir f -t..ji»- j.i. 
Ii Ii jiti.Ki, 1 ,|. ., . j- 
' t h.irttft 111.11m •! hi' . 
. jlii" i It mli l«< hi il 1 

.'Htmif IS! A Im.., «.m 
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APWL «. 

Nokia skates into 
high tcriTs bJg 
leagues 

TV Ftfifttift ccmpany 
it becoming an ekctromc 
powcrhovjc 



APrti. 25 '9*9 

Introduced at 
Interface *8$ 

On die carta 
twitching front, the 
Avwaliao company 

N«W0f1l Automation 

released its T- 1 p*ckci 
»wt*t'ht^Tg tyitctn » the 
US art European 
m*trt\ Switch ing BWf 
than 6000 packet* pn 
kcvwI. the UkraNode HP 
Miicti employ t parallel 

mvhipk MoUjtoU 

ton 



•♦•ctictv *x r*»rpia*a*an}. The 
flrtt ec*T*r*fC*ai Mai erf optical 
*n#chg« i a ap e c ta ^J to fne eartv 

ma veaon 



Telemetry and esmor device* 
are nput coeectoti not ceeoov 

audto cornpocant*. Many erf mete 
davtoat am afcaody abatable 
Devices of ** und may picOmM 

wM**y In 0 tWOdbOTKl •OV*OtV 

rnent, becate* m* erarmou* 
cijpoctfy of txoodbcixJ *4 remova 
the obstacle of fcoi sftsbsdti 
Today . mart remote device* 
reou** the* own l**jted pair* of 
tel e ph one w*e» - o n eirpeneVe 
and troublesome praporiNon 



fire detector 
Enargy ooommpfion 



• Preser** detector 

• VehJcae o e fe ctCJ /trocfcer 

• Mectcaf monffor brocaisrt 

• CdmefOS 

• D*v*c# mooifo* 
ft* Detector 

The** devM ore in wide- 
spread tee o**ody In American 
tome* Csrnofee delectoa). Usuaey 
mey or* IrctaBed as stortd-alane 
devfca* that a*srt retfden* at *e 
$OfrwcfcMc«*Cf meundar© 
connected to centtatced trw- 
gency response tervtces. with 
broadband. !t would b« far 
cnaaper to do » Thabaec 
pfinclp<» of Are detection one? 
remote okjrm can be odapfed to 
oit* ic^of oJojmsttvjcmons • a 
unwanted Drasence of mokturo. 
movement cow tarrperatura. ate 



Enexyy Conwmpflon 
Coo^fO#ff 

These component* corrtrcy the 
rate Of «ft*iq of energy oomump- 
Won occOftfnQ to parameter 
astabisned by the homaownar ex 
ut**y camparty Thacmachad far 
heating ccn keep t*mp#ro 
tvw «4lhJn a nanow rang* Soma 
irtttox* *imarr«.* howtvti. and 
ocf^t »afnpafcrtxxa w«t* o narrow 
rono><Wli o ppicpriata to tha 
tfcnaofdav Soma irtti era 
ooonactad K> utffy conTpany 
comro* Tf«r. of «mt« paok 
pubic anacyv comun>p<ton. Ken oft 
units (a a.. wcaWng mocMna. dryar) 
fci ordat to iova tf>a uMCy't cv«tonv 
an tna coa? o* buytng •^aanava 
amatoancy powai Control urtn 
aracN-oWWaofT ma inaWfoi about 
S100 

OaMcat tnof *an*a ma pfaa- 
anca of a human (c* ammoO era 
akaody ovofatta to fha coraurnaf 
frwhaaptaoa Uauofy may ora 
Mooarad by a »our>d. w**cn coutat 
tf>am to Mono) 1f>a nouaa'i ctcuRfy, 
tur*iglc^c»c^aDpaaf>c^on 
of off. ThaaaoaMca»oanba 
conAouad fo aiart tna coraLmar. 
vto lu wa i > or ta lt ph ona. of toma 
c^oodMon maaactafacionara 
maapanaVa (undaf $30) and ara 
a«pacM to coma mto wwaaptaod 



m tt>acofn m a» cto 1 tatung, 
■fflamt ova baAng dovaiopad ttwt 
can froe* corpo at Jt mova* 
oround tha country Thata syrtam* 
tafy on mot troramftta^ ofltead to 
rr^o cargo Of contcana* mat iionai 
ofbtttng Kitaltai They era aitobte 
for trocWrig hOKardoui or eipareive 
matartafc At tna coraurnar level, 
tome tol food dWrtcn fritend to 
improve traffic nowi by offering a 
tow-powet tr>6*zxtr*tY& trarwnmo* 
mat con be affixed to a car The 



Slipping through 
the crack* 

Lihct«li/Aiion ix 
vnminy to Wcm (rrrmsns 
nrai month hut it* 
ntonopuly *»»«IK i lc*r 's 
have mm fatten do*n 

W*kVrruf BuUir 
( Pviirmtn of Dcumh? 
KcfntfurvhftfvHH t+ft * 
K-krhoor ami t>AHX 
nukcr. hclicvc\ thai 'Aru 
Germany vhogtd W»m 
from mtuaae* *irrad> 
rtWHlr «ont*d 

"ti »ouk) he t |trr«i 
miuMx to alkm mc 
&<NVk\pOM to ft\ nd ol 
tt\ nifh technical 
U»n4*nh «nd »n j 

Hood ol i heap mtrmw 
importt Much o! ittr 
l. S tmdfct deU it ixdwr 
to tckiommunKAtnmx 
import* " hr nnr* 
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Amu ?s lOfls 

ISDN: M»d> »n 
<rfrmeriy 

.*hrt *co tNr 

intr^r-wctl KTVKC* dtjpUl 
ntT»<#* *t key to th* 

trior flmmunjtiuam 
iffivn Atti to ihi% »»r» 
■I truum the nxwr ne W\ 

Ncrt Mirpntiftftr? iVn 
i he Bvndrsxvi to Jmc 
Uy\ cU*m to Ac Rtmt 
r utrtu*T and mem* 
tK»Ml OMKtanH -rompM 
.Uc INtJN tn*A 
**-um ■ tutty r otnwet 

< i«t ISDN tcfVKff u A»t 

Nr munthed By l«H 
vrw BufldeipoM ttopc* to 
n«*t trf if* Wet* 
l*nTw demand l»« 
hf*% 

Bv the rot of tW». 

• ill Nt u«tw isiysi B> 
ihc Cfld of I SM) w*tv X)0 
ISDN cicfemffi *rr 
punned to br in tfjerar w 
And try is*»l tone Ml) 

u» he ISDN Withthcw 

< ,<rn\im. pljp to pmvidt * 
fwiH<nwidr ISDN vcr»KT 
umpij? rrfmrtf ftncfltn 
Uio. and (mlrrplctrrv 



car can then <jtv« through ihe toi 
Oct« at \J xp«ed A sartor at lh« 
gctH would read the identify of the 
paienQ vehicle andtn#drve* 
would be p*ed mc >ftvy tor to* 
charge* The reader device 
ccncicrf open* up th© poesMty of 
traffic rnonrtoring tytfem* that 
report to driven on tne *tatu* or 
«afloui route* 

M^Scal Monitor ftcocfllat 

A imol "tyoeetet' the? into- 
turn heart ta*e and Woe J preavure 
* c*n*ocV c*alnbie n *om*» 
iuDerrro*««i c* r\ sfar e» om it 
would be poiiJbJe to extend the 
mecf emar tl i to mcfcjfle te m pwr o - 
K*e At preterit me reodVigi ore 
dfcptoyed tor the uier to we. 
although Ihere ■ no technical 
reoion why fhceo reocflngi could 
not he tronenftted to tornewbere 
tN> umt cnoowe TTteae unwi ore 
eapecfeo to cor? under $50 

Kuntidly Dstodor 

Humrtfy detector* ere av^oe- 
oftie or garden wore* Thetein** 
wonovike de%4ce* detect tne 
hun*Jivteveeofioi Tr*ed**ec- 
ton could be connected bv cable 
or ontema/radto trcrvneeon to a 
central data coiecflon pewit (e o 
a farmer i cornputer) 

There k a ffcn watoiy or ft» 
moflon v4deo canaio* cNoftobJe tn 
the rnorttetpio ce At nexpen- 
tVe end F»he« Price nr**M a 
chW'i btack and whfte camera 
wtfh videor i — fie that capture* 
moving Picture*, mat hA for $99 
There ore many *cameoraen* 
ovaJab*» to* home u»e that ie« m 
tr* $ TOO taSiJOO range Protee- 
i*onai TV camera rnode* c«t 
upwards or ilOim today i HDTV 



carneras are if» m the SWOXXJO 
range ftartdei regukr fut-mohon 
camera* there are tpeanrty Item* 
e\e * range camera; ' tnot capture 
depth of flew rA5rmat»on u**Ai m 
dlgfrdf compu)ef'TV wot* m 
wcurfty end mrveetance tvvterrm. 
camera* are not usuary integrated 
wtm a cdfte^e recorder rather 
they pom v*deo egrvm dvecffv to 
ano?h*» de%*ce or dtpiay 7en 
percent of VCP home* now have a 
video camera We expect that 
camaroB of at wnd* uJi continue to 
decrease r> price 

imog# Scaormt 

A ^ecfaCied dan ot image 
•canner ft u»ed m rrventory app*- 
cafon* and *uDermarket chec*. 
outi to 4 read' product bar code* 
The type of device e now becom- 
mg common a* o data nput 
device tor marwfdctunng. no*pt 
tae B^grte*. and generat re r ote f 
aj of fheee device* can interface 
wtth computea Aatnlar magmo 
concept I* u*ed to scan typewrttlen 
page* converting them to o ffream 
o* text tor subtequent text proceei 
mg The** poge »cannea are 
prtcedjn the S5B00 range 

D#vtc« Mooi>of Sytt^mt 

varioui Wno* of buenet* 
equtxnent. mch a* computer* and 
copter*, hove butt-m olognocttc 
deMce* that can alert technican* 
at a fomote location when *om*v 
tnng goe* wrong and VKfcote 
»^iat the proptfm appear* to be 
fcKf eaengty. technJciant can ftr the 
problerrm remote* a* wet Com- 
puterthmre become a common 
corr*>5nent t\ can. teievlMon* and 
other item* Pemote nx>nftor*ng 
and dogna** w« foiow a* ****** 
»uDported by fhe*e computer* 



Tt^f Pm>rv 

UAv 2 1669 

J»pi*nrM win pre- 
dicted In Euro- 
pean ISDN 

tnunwMioni roniulttn) 

lapAncw termtnait 
»ill Mirmnt fCM W» \A 
|SI>N uiM^mem* 

f anjpe «rrutrt,ct *nnh 



Northern Tele* 
cotn, Ftiilips 
Announce Chines* 
FBX plan* 

CjuWU « NnrtVm 
Trfct nm «nd f^»ihp^ 
ftminrw Syvlrmk i»* thr 

r?t CP?I\ fT»*dc ttKO*d» tftli 
<liin* 

f^tilrpr, f>l*n\ c Ml] lot 
the cvrntm! nianutaitoir 
erf v^nt »0Ct 00V I met f*< 
yr*f of Sopho dtgtuJ 
PHX* 

F*iilip\ cuim^io the 
("huKvr m*r\« tm 

to ?nO(l(rO lino wrthiit 
thr nrti thrrc <o fm» 

nmmf for «i VtMM a w 
third ^urr 

Kwcr'i Akuci 
through macquiviJi'f n( 
m and Vkru (Vrmanx \ 
SicnKn\ »»tad% h»»c 
frunuf* runng (mh^h-x in 
Chin* (<k pvbln l»iU h 
ifiy rvjuifWTK'fit 
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! AppexxJU D: 



D5UVBBNG THE PROMISE: 

AN INDUSTRY CHALLENGE, 
AN INDUSTRY CWOmUNITV 



Against the odds 

memheT\ Iikiiv) that fht 
cfwmHHJKnt pined 
scruHi\ ttullengrt in »k 
national pOncm«<t 

i**i%t The world \ 
U*igC\l l.hcr i^tK i«b!r 
net* nrV> t uiv jhn<Mj;h 
x»«me ut ihf *»>rW * iiwhi 
{him iic (rmrn 

Ihc net*oek it*! lit hr 
Si.lt II < aiwdtan 
htiMncw * <*trr to frntain 
inmprtilivC the* *t>oW 
nenf better digital 
iianxmivxitm (o\ ilinev 
1rlt\ i«ti ( anadi helie»Cx 

"< (Mti panics wilh Urjff 
■t4i4 i immuDK atx«i\ rr 
guiinnrnix wilt rw>» ^rt 
wiHixixlrtttK hntf» vcrmc 

hux mr4li\ *r m 
( <mada si'ihrni um 
prtilt.r 4x 4n.i«or m ihr 
».*kt »N n ii h*mir\ i,. 
irln i^rnniuhh »tn>n\ 



frrfroducfksfb 

m» pfececJnQ POQM we 
hove described o tfnon r» wwch 
•Vr>*KWxri cooturmrt tn me n«a 

fnay perform met work, 
entertain memettve*, recede 
fneOcoi and educator** o***- 
one*, manage the* money, and 
tail wtm each otner--u*>g a new 
gerveration of cormunteattork 
product* and servtcet mat add 
great* fo me ease ipwd. and 
pleasure of conducting mete and 
counties* other everyday actMtte* 
As ejen. we are making wt*jt 
fee* k a very modest atfump- 
non tlyrtnrK*yocfvanc«»ln 
cornmuiicatKyv aid related 
t^Yx>togie*. ofceody proven, soon 
w* rwach the maw consumer m m# 
term of now products. senAoes and 
cwrvery systems What would 
eXtTOmery utfkflfe would be me 
notion mat our level of comnxr* 
cottons product* and Mate** 
could ftoy m one place— any more 
man the outo mdmttv courd have 
frozen at me 'Model T* stag* 

But progm. howaver *ety. » 
not inevitable it » r***^ mot we 
vwll wtmett me emergence of a 
dynamic new age of economic 
OfowTti in m« Untfftd StcstM •n> 
pewetftd by our i*aclng roi» in 
Wngmg atxx/t m# *rvfom>atton 
ago" tt»otepo«tf^emotw«w« 
ent« a p*<iod of cnaoi. conn#m*i 
frv«trcmon lott opportunity ana 
mct*a«ng <^K>«nd«nc« on tr» 
product mkvIcm and t«cnnoloo> 
col droctxm^Wr^ pf om*» 
naflom 

We cnoc** m» optimwte vtew 
Th * pupom of m« coda k to roiato 
w^at vw» mr* or® mo MMntiai 
«n9f©d»«nti ot dfcumifonc**. for 
r<9afedng our *wluon* of cornmu 
n*cohont future 



vn»n A^ppom o unite) 

>*0<V D044KJ 00 hTdUlfTY^4d# 

ctandafd* and a *nt*«a mfrv> 
rtudur*. T^unMtdpODi; 
networtc. w» b»if n». ^fj btcom> o 
cNtf vtnjdo bom for dttvwlng 
inftjmxrtion ogt MrvfcM. and to* 
f*1rrxJattXJ tnj* awiton 

In ip«aUno of rtandardj end 
vrtteatlon. w+ oAxte not to *ocrm 
body ot cviM hnpowd by tot. but 
tQQconiifiiMlf»ocn#dbvm» 
many mtnipan of m» irrfomxmon 
Induffty proo7annn>ir^ pfo\4d»a 
ftx*x*xjmovl#> pfodOC4w. mrwi 
«Oanca«on». pgMihoa); mcvkm 
^•»Vton (• a.. t«4«o>«^ry-bc»i»a 
••Meet. an»««rftrgwu<c4M.vOU4> 
<XW#d infomxifion ptoc««Ofi). 
♦gurmwit nr»onufocfur«fi {• q 
bom for v*ndoa' and comunw» 
u§4>. and convTXjnteattom trcr»- 
poftexi (• o . cx*3f» TV conywn***. 
TV and rodto br oadca»t«n. t#l#> 
phon* corrpamtH) 

w» beiM mat m*> octabhtv 
m«ot of ftandcrdf and tb# trmwei 
of th# pubic Wfcwtructur»~ 
pf oducti of m© rrfocmcrtian 
,n ^** r V'* ibtTOd v**on of a MKKJno 
U S fote m m# mfoimotion aa©— w« 
b« tor ttift benem of al mtvnbwiof 
ffvjt moutry. and m# pubic at 
Vjro». tf»y r tpt —v .t tn« prov#xp40l 
fkfng .td« met ratom ot boan 

W* bat**. fOf*mo«t. mat U S 
»od#drik> m m« info*ma«on ago 
such at we novo potfod In our 
vi«on. reouiret cantrfcutton* from 
nvny i^gmtnti of ioc«»ty m« 
friembwa of m» inftimxiWon 
moutry. joined bv teoWatna 
mepnb*f» of om#f mduttilet and 
mepublc f*o one body, and 
certain^- no one company, can 
defwer me \**on hove de- 
scrtoed To perapnroie Ber*amin 
Fronvm we can di rke together — 
or ir* »eoaraterv 



I 



t£cSPHON> 
JiWt 6 ige» 

No. TH«com 

pctn racket 
olTmsivc 

Nvirthcm Trko>m 
• h*h|,KcATA7«x 
ir>itty hiM to cmi 
luropc t lelccwnmunit* 

i\ liincrMratiafi on 
winlifyintf il% hoW »\ 
I urnpr tku I <Kt)K«tnj 

\upplin 

.Vorthcm Trtv^ofn \ 
mmi fttfnt mk vtw »«\ 
it* intn>JurtiOft uf the drvt 
X - ^ hjvrd private Uata 
nrt«ci(l in Niniii The 
fK-i*irk hrupfttted 
b> IVnrhfvif ( ttdithanl 
N\irM>a v * taijcrvt haMiilj 

n«fi(Nij.l <4mci Tclfsfrkct 
h*nc OPN l(K»h* ,u 
PmNk network, *» vcti 
•|t» S»rvicn % naintnal 
WMnjn ban*.* SPMi AB 
itw»v Nitnhcin Icinivti % 
*»ti hr\ lot then piix ate 
ilatawvice B»Mjvt 
B*n* m the \ nitrd 
Kingdom Ciet>n«tede 
Bcnque m Belgium and 
the United St**e\ fe<teial 
ke%rr*f Board air an»m» 
•thet hankinp rtn*o*i\ it 
usr Niiflhrm Tft^ no. 
rguipHK iu 
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TEtEPMONY 
JU**i3 

Singapore otters 
network links 

Singapore Tekvom 
h*\ bevomc the latest 
opcc»tc« 10 link up +>ih nt 
ctHinterpAm c*er\ea<, and 
offe I hu*if*M c wUlXTKrV 
<vk nop- chopping fn» 
iMemaoon*) %crv»cc\ 



Telefonica's ag- 
gressive agenda. . . 

Thi*. PTT ajiprwivcly 
hat c tpanded its rr J«. h 
tmo imcroatrcnat 
nuttm 

Tflefonita «n*eiled 
plant lo build facto* »c* in 
thrUSSR lomikf 
tf lepooon pay ft**** 
and rural eurvnurtMrattcn 
\y**mn. and to c^wxl 
■nieteut in Puerto Rm> to 
itx iwJc the manufacture 
«< ke> telephone icu h 
C*wRnr a Brazilian 
tckphooc cuhange pitrn 
am. it no« considering 
CMtMnhmcw o( a norohrt 
«f compten*wa*> 
manufacturing factlittc\ in 
Grenada, Jamaica and 
Santo llotatngu 

Telefonica *!«» Signed 
a nc% contrail with BUS 
ih>\ year mined at 
tpcedtng the ad*f**tio« ol 
tt\j\ K» f-cder»l ( wnmu 
meat torn Crjnmmvon 
irquiremcnit "Havtrip 
General Motoe* or 
voronaniet hkr that uwng 
Spanith tc% hf^iloy* «\ 
wvnething tv t* piwxJ 
of 

1c If forma hope\ m 
have tometning like 
KO.ttifi terminals rtm 
t umpe v tecond latgevi 
publ* pM krt s*iK hed 
net*orVb» iw: 



I. Market Gmlmmnl 
Conduct To tooting 

Tf># cho^ c*vo*uHon 

rtcrk*r»^ boc* to Monhol 
MeUMn't tamout adage. *the 
medium k the n^eevjge. * wa 

be iev t me* me wv i a V Mtir vm crwi 
cjonftent k mode ovcaVJWe ho* o 
crtffcaf k*j*nc# on to vc*jq to the 
uftaV 

Americans om vofocicxai 

consumers of *T#pnT>oflOF> m w> 

CCAaTrteei forms l^#Ky-»a)V9n 
p«cc*rtf of Ani«rtcca> h<xa*tfK** 
hove oria c» mora TV set*. 93 
percenter US. houwhotdi hmt 
one of mora wp ftonn ft* 
becoming ttreoentAr oWieutt to 
find Am»rt<^hOk4«rKiW>t^afdo 
qqI contain many or most of the 
tofcwlng: raota* record payers, 
tope racorden. comeroe isM. 
rnovtu video): VCftfc home com- 
puted, compoci de* plovers, fire 
and borate* alarm*, and totorim 
(**tvm of doo*x rvcordi and 
tcp«ax pho*o atxjfrm v*d*oco»v 
i»nea\ floppy rflifctt lr>ci*afan^ 

for# b n*t nome mot doet «v>t 
njutcrt* to moQOBine*. ntv^po- 
paxi. baotrtfttwnonm <AJb*. ot 
cotsra TV 'xogrommftg: fa»1 
i#vraex>*^ ni ' in ^ < ^oon 
v««Nxit c«4Vior phorm 

Conax*T»eri certoWy hove 
p^efkty ol jmsla *om «*Nch to 
cnooa*. but very Mtte choice wttli 
regard lo metfa rjOCOOD or 



For m«Jance. fnort medta ore 
operate and unconnectabie Xtm 
coofcjrner mtot tun to tt>e TV 
on* idnd of inforrnatlonGi content, 
ine tetephon* for another, the 
radfco lor onothe*. thera » no ««ov to 
anter o newipaper article Into the 
word proceraor wWh ut typng n m 
(or txjying a very cortV pt*ce of 
eqUpment^ much lama wty*6 
mo>e mre ihe t&tti are turned off 



at home wflhxxft (jot^g there 

Meet media (te*ephony betno 
the major exception) are 
*rnooo^r>c*»orvo^■ by vttue of 

rvite^ rnryvirfyr^lntv-ir ff^aav 

trorernrl Wormaflon to the co*> 
BUDttr (TV. mdto. racordi. etc ) but 
do not gfvei th« ccreumer the 
opportunftY *o tPorerrrt bock m Und 
or omerwtpe. Today • meoio. 
□eoerofy. offer contuTveti orty o 
*tc*o it or leave tf " cnofc* There H 
Mfle *m*c* avalcfcto. for m*tonc«. 
n th* way af muNt-wcy raa^ttme 
video. raoMfene data, or delayed 
vc4c* troriomixv te<eri^tTv-t>aMKJ 
feMcei rarnpti av«?enmentol or 
vwy cortfy 

UrH^uerttanofcfy th«r»# gm caiee 
today ot video conferencing, data 
bove products. te*emew -. tenfcet. 
and the Ice. at the corpt cote and 
large orgortsatlcral lev* . thee* 
and other "aTformafton-c ge-type* 
tervicet ere apieao»rig t* apialv. 

We contend. how» wer . mat 
tt^ee»terw*c^corinotxvdv^>x>» 
reoch me general p* ole under 
prceent condNton* ouo to reotont 
of aTtpracttcalty unaffordotriaty. 
and ortfomfcartty Sseentv^ to 
*democrdttdng* the avotobCty of 
auch atfYtces H the er^atotohrnent ot 
on odvanced pubic fietviortc. 
boeed on generafy accepted 
rtondatds. that putio Ngher level 
o* t»etvK)togy v*flfJn reach of the 
average «>nturner 

The network that we env%lor>— 
of which the control element k 
opttcol fl^-ooeed broadband 
mot connects to me hom« and 
buaineii mherentty removet the 
borrters mot teporote olfrarant 
madta and rartrtct the maKxtty of 
them to ,T»afioo*ecttooal rtatui 

The fact of antercora^ecitvtty 
(TV. telephone, other ngnok 
combined on on ESOtSKxaied 
natwortO w41. we believe, epown 
counttoei new products and 
tervteas. some of which wa have 
hypotheecrad eorier n me paper 
but wfihout even takmg new 



Computer Ij*nd 

>mgapr»rp > hrttf* a\ 
a grrai imrmational 
mental center iv earned 

gi»vemmcn» t nthetrm 
appttNK'h '.oetploiitnji 
inH«nr-»- ipehnoly|!> 
T*ii* it (V fuiurr m in 
-taneotit atirtt hi 
mfonnaiKxi tcrvKex and 
elfvtKwiK da'a unci 
(hange. * tight evuonim 
ruu MiinUx ullimiK 
efftctrncy of tompviert 
And it it nearer than one 
might think. i| it being 
an hue* ted on the In fiu a ! 
ixland ol SingapoJt 

An aggreitive Trie 
\«AimunH*iioci\ Auihttr 
in m Singaf>nre hav put m 

f latf te%er«' tirvK An 
nieptaiK! Scrxne* 
ihg«UI N«*ori tlSU^i 
i\ altea\t> herng fit Id 
tr %ied *«fh a muitiiistitifui 
(«>oipan> All i he major 
** in. hint: « emer\ are 
ittnnei trd »rth !ihe» iiptk 
«,r.np and H i\tml> a 
m*ne» of time helt>re 
ihe vc line\ tm h u> 
\a\ mih k\ ViiletucN 
uh^h lu\ taken oi< 
vu» \%tult\ intramt 
j!m< in the oiling a pil«>t 
Hhrmc i\ alrradx 
planned *u*i ^ kited 
hu\inc\v:\ Ukmg p»n m 
uhat *r taff'TclTMC* 
S.ngajuKf i\ geilinf 
rrad> planning Un itx 
iriipiemenlatum ol Kl>N 
* * >e*r 1SPN ie\hui.al 
Uc 1,1 trial *a\ \tAte%\lulU 
nKh imVd in i'JH 

An lSi)S p»1.« «enitf 
i% uivriPd Itti iV end <it 
I vikk with wtttr m air 
\tHnmrii ^al oflenn^ 
%er>ur Uif-eicd ihe 
ca/l\ iw. 
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Siemens becomes 
service provider 

Sxrncm will hecoenr 
&n rmcmauonal trkxncn 
niunttniKXvN tcrvtce 
pcmKjei *t*atp«oal 
s-utaKhary set up In hand* 

^nno And w\**W 
oploil Sicmfn> r%i>nng 
■mmuiiiiruil cvrpfwvtr 
nrtwfvt Thiv nr rwint 
lurwwW a™fM MMV*> 
icrmtnaU and 40U ihkJt\ 
in V>, 



BUSINESS W? fx 

juiv »s i^ea 

Swed-.n sees . he 
wav to an all- 
op. (cat switch. . . 

Rr\r«n hrt> at Hell 
I -ib* NtC mnd mhrt 
hijth u-» h i nmj^rtirx 
juvwi the W vt 
n*. ing u> drvclup an all 
l^Ktl «.«*m h 

Nin* S*cdcn » I M 

i laim> it uV lint pcacinal 
i*P««.aI %» iKbing rmajulc 
It (in i»t<r (rnu i>utgc«ng 
vttc*m> of data and dim i 
r« h i <oc to an> «if fimi 
i -off; -m? hnet Tojrtbrf 
jhr rhodulc* ifuM >>eld 
an ail optical ><jmpuirr 
tot tciciom v»il» tun; 
'W\ really improver " 
%av> Robert L Carlwn 
maxVmnB manager fc* 
C ryiut Techno log v lot . a 

Mail. Ahnll ahl , vtppUt 
ill lihrr iipiK. locnpcmmt* 



product /*ervice dev*Nc>pm*nt into 
occourt w* eorttend tNtf me c»c«i 
of unrvertoi txooctxrxi correc- 
tion, powe^ouv^tonte bowKJ. Il 
o iwdkOaasistxi/osf- one r* 
which comumavn may con tint* to 
enjoy today i myrtad convrtunicc*- 
tton* product* and 
wtm far met e cutsomtratlon and 
conttcrf than ever beft*« 

We *ap«*ct mot content 
become ovoJobie in n*any cont> 
r*3tK>n»and # *vm\ eo, . foatflme or 
t»T»ft-do*ov«Kt one-woy o* mum- 
wov. en video. ovoV> prtnt. of o 
cornorotton. W»for«Mtto 
bteofcttvough m fiJxilQrxaftY 
which, thanks to network ntorcorv 
noctMty. tx#t m eauapment 
irteApence. and new u*s* mte* 
face*. conrnun#cc3tic«k *e<vicei 
W*J 04ac»OJtlflLttlft C^ftSLCriaat romer 
than me other way around 

For the member* of tho info* 
motion fcvdutfry. whemer providers 
of content, ©oufpfnent. service, or 
r>«twojlc facftle*. the affordVvQ of 
itfxaco to tha> ccraMTXV oQuotot to 
rho M»Mng o< pioducti and SO*Mco4 
Iho 'cnoaco revcritftion* h 0*0 o 
rovoajtion o< morVftt opportunity 



S###f m##*» buy-K: k#y 
crtf*ita for tuccmsfvA 
Wtoimc&asi oq* t«rvtc*s 

Th» ng»«K»nts of tho mtormo 
non 000 OP» hawa toddy. po*a«d 
and wotflng for th* catofyrt 0 
LT»*t#d pubic n*twortt. 

w# hove an eoVico^d mfoi- 
rnctton-htngry put*c. an endtaa 
flood of iVocmattonoJ contwit. <u 
vqfcl and robutf inf o crrqWon »x»- 
try and te"hr«togy mCftdent to 
bono the** eiemem; together m 
enccmno and d/noni<c new way* 

As each. beieve that there 
» a very oroodty bawd coo*tiofHrv 
me-rnaMnQ or parte* tnterected m 
rnaWno **** united DO*: netwoffc 
a realty Though no* at yet reatoe 
** . the convener, the vendor and 



me iegitfc^/reguiator at are 
neftar* oaW in the come or 
decelerating Arnenco » progrcm 
mto the rrformotion age 

The broodtxyxJ netwwv ttxit 
we have dsecrtxxl m our vieon 
ofTon dtterant vomo& to ctfreronr 
pooiMie To network p*owle< 
(Bet Atlantic, et oJ ). ft rnwora o way 
to marfrnire usogo of network 
rwoircet to ths Siappfcer of home 
Gtectronlcj. rt moam a huge 
rnooiotrornewp/oaoc^ }o th« 
rntaeaf ft otter* the 'ummate* store 
loeahem even/custonxw jlviog 
loom To th* Qdverttto* me 
repoftpr , and the enteftaaner ft 
suojQoatt rBSpocftvofy the gre<iTesi 
medao morvet me tarpesf reodet 
vNp the b*gipeyt audience To the 
educalor. tt * the InKtteK ibrory to 
the elected repietentottve. ft a the 
otectronic town meeftna 

To the conejrne*. toreny>»t 
tomorrow % pubtc netwo/V mo*e* 
'tho Ounuft of hi3ppr»«»* roore 
ncaWnofote o rtyht than ever 
before Net onrfy vvH rh& nerwo.* 
vastty mcfonM tho avo*ot»o 
selection of ommett. educoHonoi 
Hntertatnment. and other 1 iformo 
ttona* products and service*. v*e 
oeftftve that vJVvenal broodbond 
w4 grve coruumeo more toctabi- 
ity prtvocy fieaMty. and finva— ai 
rneYChooi« 

tVom the mafVefer * o**?pec 
ttve the key to comurnea oartk> 
potion r\ the Wormatton age » the 
quoftty . iff^'^Tfft and ajto/nflg^tv 
of mo coiwxracationi appMco- 
non* thot cncOurooe porflapotton 

Ojat*y. m team of content, n n 
me eye of the beholder techn> 
cofy spooking, however, we 
oeiove that the lever of quotty » 
guaranteed by the exceedsngfy 
Ngh copoO«tb« of today t (not to 
mention tomorrow ») compute* 
iwttchM. optical (tier, high 
cteflnttlon (rnagtng. and ofher 
component! Speaking o* tronv 
porten. we can guarantee the top 
quafty of any part of the nv>wOfli 
i#tder our cor^oJL ortd we betova 



Optical 

ct»mmunication\: 
Man> switches 
make light work 

iapan xSH h.^ ihc 
uiff >< i*iirt«ip ifin j« 
Ui%i>n«l>' ift It 
1 jii hjtHtlr npta « hj<t>fw-i\ 
th» iitm|>an» rrvfc"n»« 
ihnr 1 hip *.* 1 hdimrt 
t\\irtn suiuhk- lm 
« >iie\' r^uit>pcd .•tin 0 .4 
»■■"">■■■«-* m.nh;*, 
i# th* tiiarift m thr near 
lutuif 

Ihr '< m •»iuniii!tu j 
in»n\ . ■trtipjrtir. vd» inri 
• ill fKM nrrJinp >ulii 
««)«» a. Ijt jrt jlr 

v*,|,lK-\ fiW ill l*i >I4T> 

H> irxn thr Jap."*-*** 

♦l.^w ri.hr .1 : .r" 
«fn«i- -4IK 
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Indoor***: 
Tho fam of 

romimmirat torn 

ftrfifliing rfi» h.jjh 
•<■ » c »' «\. '-■ 

n*x hM.-i In* t«*lt .n 
*?^KkC-d ICWl.iOVTiunh* 

t Mm IVjrt. O* IT* 

. Unlit** it^ 

*.ia»-*^ ppt m*'pr<w 
«. w ■%> ffw «>«1d * 

* (tb«» Jr»rMjcd *f«* * 
-U'-«U TT*>»-»> 

It TW 'JUT \7 

■<Mc«*S r>U » • ** 
tv.^f* <Nf IN.T-v.fKrt ..» 

1" » ■•• «hr «i\* u 

• •*10 aftr» •>* * S ml 
4 Aft#l« it «># *Mr-»«JC» 

1 Uj. 'V-*? art **-mr*S 

ff -it <• l*a.ipi 
\*ir -if. - j^r • ♦ 



ttyj* r**> fevtrm o* conc»n*icir» 

«%-C*,*CJ C»TV» ^tvr\ TVf rryarVW* any 

c*oduc* c* >«<Yt© nxir <*d 'xrf 
^naaasii .c n tami o* auattv 

U»«f\JnaM tOQ ■ fcJD»acWva *o 
omv ' J*a*\J' * yOo «Vtv# 0 rac»0n 

a#»wrnr«a n par* Dv * *v* o< 
ro^. T n^nc^ m« CMfl r— <v «^ort 
requveo to optor> » ana 

as<7M vj*Ajmm to procticaly 
g| iowrfi ft A « enrv d» 
♦octo o»««f»Tinar»t of KMmf^m 

A3»t .-xrt* o» larvcm tt>a* 
ktv tNi tTvprtrv#flca> m*w«w 

<2t iorr># tuCCMd 

£ <tn a ftadc t*v ■ "WQ^v» 
^NMjr rygypf iarvteM n m» 

Mcon* 'Mi«rinato' v^cmi va<oe ■ 

-r<»»fi f»4M romo#i#ci to pnc#- 
irop »rt*fn^»y Con or>3 »V» to 

proaoct car s*or» at or #«oOc 
%jkxm ana cuc&t Mcomc a Dawc 

tX>* tTi* ^c*t fTK^fifflV OT*ormo 

hiXMToia W» DOM CBPlTTP- 
ncn oqcw^ on tr« «o»c«» 
wyyfc»<pi O C# Tt» mgh »v«i of 
c<xnp«««on C04*»<5 wffi tr* 
. f^^oOv 0o*n«Qrd ««nd r 
DfiCM at corrpLrtwr* CTO o^*» 
wacttQfa oj»x«s ow prtcm ona 
r>eop« cars— and *fr vnns flt* 
*^t*^ tf>4W 0K)-fQtf l idW3 t|N*«<HCn 

and i*«»*o * it^ n*w t*o**JCl% and 
■ery*cm cau too "xx*\ 

T> x»r© ■ one o«w mt^o* 
cft^nor to cotwlw r < jn *r tA rQ 



to ptopc* contummn occ«p*anc« 
of nfofrrioniyt qq» n»^c« 
^at*^ rrovatcn nov# af^Jyt fod 
to onda« o omfioa n wOcfi rt^ft 
oroawen and m«mc«« >*»^r# 
diN^Twd *stnv>Qs.* 'Msotvr too 
s*t#nctf * andno on 

•lusmpM won «w conv^i«oab*d 
r '053 <*G n©« ^am 
pv«c oxrc*o*anc» for anout 2& 

y#OVt Tt># T^WOCOfT^JM'B' ^ff 

oood t?y Adam Oborr* r> fmr> 
'0704 roafc otxx* ^ tq 
aoewar r> about 20 p*Oimt o# 
Amancan ham«m Th» VCf» Q 
cht«v sonmjn*' i*a#r> in tn* lot* 
10704 N5I *ok*n «v*n +m tm» to 
*»oct« » p#*C«nf U S nom#i 

fit • wqntocar* ihcfi ri moch o» 
t^«t» mr»» com* fh* nvw producf 
aowd acc*p*anc* conojnwifly 

in# mcf •airto ovo*ae»>y of 
anc«or> product and t)»fMc«t 
-Tacrcwav*ot>*» tooOM. camper 

•marganc* of i/Mna brood-' 
cmna too w» o afya vw«»o»a 

pJOC* concurtarrf> w«f\ 
d»v«*oiyn»nf of broodband- 
onant«d product* and mt*cm j 
Wa ontK^tiNi MWr accap- 
♦anc* of f^fonraJion ag» product* 
and HiMca tfton t>or osmm 
corrpufaa C VCfit nofonfYar* 
++r ap» *o b* tMi 
out m«v prubot* ba 
*nvos\«" th» HON of t*aurmQ 
cnanoM in nap# or cuAam 
md*#d m» t * i.* rm* of rndny 
•Vom<»»on oo* M«vic«i a to mott# 
prtttantOov mtAcm •Min mcc* 
occ— Pa and *uas» -ftnandry* than 
trwy ar»r«Mf 

HoMrtg pairfad thM ap^wft 
p*ctur» of tomorrow & rformoftan 

ba ma *r« to aaaXN*aK3oa tt^af 
rta*a a op* te Da qn ai rliam aii rajft 
attrition rata »ot raw produch and 
amjioaa— ayaofc^» of tha aorty 



I 

, 7V pivoui PaotV 
1 Rim 

SUfrrf Ikt A 1 1 k 
^ tnttT C'orvruJfUk Aku 

Turin mftftir 
pncntuil 

hnOfwl to itr t*o» a 
tSl>*« mm* 
f v ."Vinson dnpUvcd 

i ii t avai ww « Aii<rf 

wfc* <Wr Vti and 
*idea 

TV MiUruAd PT7 

tfMI It Jcvf IP fW 

*rsT Hn*a 

T rln ummtnc at 

S*»rUiV TrttX(an 
m«iu(ariom< « l hi #™.» 
Stpptjti TfVfr^ph end 

fjr. tJNr irrvvr 
pro«>Mjc-r fraw r. 
• «\ *ct» nmKiir «J *• 
StTkf tpnrr »kt- 

Kvndr*K«»t and Rrwivh 
T«w\tmi T.r fVv rw*. 
uvMi ttw flM* b a>i io 
prr»T«r tVw fST V s - and 
a a nactiM •tdm»r» »4iih 



W*rr*A Mil hif t> 

grit mnh tf» ru*«i*»» 

Anfiftcu^rt it% <• wen ( v 

npmMirif and mAitar- 
iwir Lb ihr law rm<- 

brm vlrnitfftny urfri 
,<»«W-n around thr 
^rirVJ and r^vtthtrOwnf an 
*tr*rdjd*<2 {r><fi. ir 
thrv • *j-vtt 
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Profile: IHrcom- 
munitatmns in 
South Korea 

IV ■riir ) k.tjtril vi^r. 
■Iiyitji iiri»<nk >N*uM »«- 
■ p'mr *\ Jhc hrjfirtrnnj' 
.■I ihc iifti t rutiii x 

IHn hjil .»! .he 
ntit t li«ny ilm jrx r 

♦l'l\ht I. Ol|fltAl 4"0 i 

nullum ik v. i u>ti«"wi> 
Mtinrit ihf *\\lt m Ijxi 

n.ljl In nntfr ih.iii * 
ii'.lii.H ,,iK>|ly" 

ImIIh .t.,:- 

.ihI>« 4ir kncr#«»« 4't j 
uik4t<>t t .*.r> 

fr«p»-ii»fhU »•<■» Ji- 

irir» ••*nmuMi% .-i iV 

i... *».„». mmi.Mif. . i 

■< l<>'>j|ih jrul ii K^h-'ir 
lrx>*llwl* V U » % rv»lttH'»» 
•! HIM A ..r.*i. l'iM\ 
M^il, JM .'u'lrNH l .'- t 
J„J«-' • hj»Ulfl« 

»-!r ■*!«. irtffh.-rt < 

*>i.l ii- ...»r n.j.l 

•••J U- tii-UMt 

I-' i*k ii <ut<rf ji ihr 

■I 1.. jH.4i K.Jfg 

k ; \ IfaU ■■ N .,41m 

jtki. «-. • R 



Stogm " f C* e*omp*e 100 vv*n<3Cn 
rush to market with The QOO* Of 

be*ng 'flat' to offe* o tTfOocttxjnt> 
Daseti wake-up service onfy $Q 
nxxy be cxov¥vi a year later The 
c ontumer w* do the voting 

The»e t» m short, plenty pf risk 
.nvorved o brtngog abcK/1 trie 
infom>at»on age Network ptovKJen 
rek txA*>g a no Two* that gooi 
unOwv.'tiifrrKi (wnnstt the fate of 
American fO*cKX»> vendors of 
p«O0vCts and services mk torture tn 
the nxjrvetp*oce Manufacturer of 
^upcxyt rxjute>mwr>t risk rr»e fo*uie of 
the vendors they suppfv 

though w » cannot (and do not 
wcxit to) efmmote the element of 
■a* from our economy we can 
O' Ow \ omfon from th» prospect 
ino* n«w«D9 jpreoo very D«ood»y 
ond snore<i by The cfeo^on and 
t>enof>ciOrte* ot tne jnto«morion 
age 

N^tety of J 00 vendo** Of w<*&- 
\jO $en/>c c*s nvgnt f cki l?ot ft>«v wtt 
hovo tojt Bttie tn ftxi proceu 
t>e<raiAe tt>e» investment cc«n ate 
vtyry low Tner costs ore !Ovm 
txKO\.se frhe r^twcxv «wxe ttx^y 
us« omong oth€K {term of over 
neod a low thus tne networt 
rvov>ae» is teuentng tr>e vondc* s 

ff<» nefwcrt pecMdef fYrfntf 
k>w©« *endoa Tsks wmpfy Dv 
gupronfewg occets to o vent 
ivjrttet Socn occea rr>eani ttxrt >t 
trxHO ore cmy flke^y buyen of a 
venaoi » pnoduct mere « an 
excellent c nonet* ttxtf the venoo* 
w*flnditwn A» witf i ony otnet 
ftetd of ff»ta*ng wvde«p*eod 
acceptance of at teost JCOOO new 
oppkrations w* defray the cam 
cmociatecJ with op of the r»*t Ana 
the met* p*oductj and *e«v*re* ore 
offered (even n mev do not 
oftimoteiy arcceed) mo mure mev 
in turn tower me tact of the 
network ftvjt tervet ttv»m 

The principle ot 'tftoreo tttk for 
shored gam* appees even at teveh 
of heovy investment 7>ie monu- 
roctvter of o new 'icreen* (such as 



*e hove o**cflbed in ot* sieonj 
that dKp*QY* TV data video 
;^>or>e and other content, shares 
the burden of ffck wttn luboMerrtyy 
controctoa content provtaen. the 
network pro wider(i) and any 
coniumeri who buy the product 

f ocmg a porftcuk> form or. t%k 
ore thote who engaged today In 
the bu*m«tt of trancporttng Info/- 
motton tear the ion of the* mar- 
kets to o pofc#c rvoaribond 
netwofk We cannot oMure thj» 
ckm of a .iik-free exktence any 
more than on earfcet Kx^etv covdd 
nave protected gra*xid ftamport 
by Conning tight Siit kjtt aa 
eweaft omrmed a rote without 
d&twjcihQ or ekmkxjttng any other 
ixrfK.iM* mode of nontpoftatton 
the txjt*c bf oodband network «■* 
take its ptoce among the numerous 
omcw avo*abkF> medio Thete<e- 
g«oph mrvTved the telephone, 
lodo and r^wx>apen mrvtved 
movKrt and TV. ond movie* and TV 
thus far hove survtved the VCB 
vVe hove at the some time, 
wttnessed a migration of program 
content— ond of t o *e t among 
mese va/KXBfneolo unrvenoJ 
broadband wtt undoubtedV brmg 
about further migrattoni—wtthout 
necewartry rwmmg any medkxn 
that c*eoo\ extits 

The greatest n*k. and one tnA 
snared by American ♦ooety a* a 
whole • of itonoYig st« whle other 
rtations race into the riforrnation 
age W« may chooie between c» 
we noied above a ctynam*c new 
age of ecoriomjc growth in the 
untied Stale*, or a period of chaos, 
consumer fruitratlon. toct opportu 
nrty arvj ncteosmg dependorv^i 
on other ncmont Cnoc+e we must 
one or the other wfi occur We 
choose the fkit. and we are ready 
otkj eager to do our part 



it it phony 
rx.TC6Eft?4 t9ea 

Frj»nct Telecom 
move* 

«r>0 i tungf but scrmm^lv 
*itrx>ui mixxiny • r*«t 

ihc lt«<«TW«l>? fK**tt ot 
hrt trkHtMnmunKaitalix 
[k>Ik tr\ tiwilinurs tf> 
xpcnl l««**ril I IT 
k rnt«ir> MW ul iht 
(hjMk x*ii % hinf «nd 
1r4n.m1wM.1fi mtnxirvx 
tuff ix ilrr*h dipu*l 
>ri' ftmi xtim- h> 

• «iu hrtl tl*»* tiriwtMk 

fhrn ill im:'Nf ihetr 

it Mirtiirl I r*t» r x 

xitV**i»r» xjr%nr and the 
irnrj uird \^r% itr\ dipiul 
itriMiiit A.t Jhc rrwl nf 

t* f 4ii % <mtnpci« ui 1st »N 
mti .ivr tn Hnttadx 
St txur ix t»v» hrm^ 
rtir'hkU f'Ai-* 
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DATAMATION 
MOV* MPt « » »9fW* 

West (»rnwn>*% 
Bundcspost 
Prepares for fne 
!W<K 

TV Kurvif xf*»\i i« 
mMirwitij, viMiir •■( tFvi\r 
«itn,crn« b\ itc»rl»n>if>i; 

i».m>i in ir\ inJi»mi*>i»* 
rvfv*i>ckv jSc l>«t«-i l' 
•1«<« nri «r*> ii > in»hU. 
\ i,1c>*-» wrti.f 

0\(l I 1 1t Jf I frftimfV 

sr»\i\r* Tt- n* Tawc 
iN-vi 1 he I>HHi-.r 
a»ijr(JrO a ni4j.il milU' 
if vpftvk ii» |)«U v I" 

S*incnx w.hi.h*ill 

XU[>plx ■!% IM>\ h*M-0 
swu h TV Hufe]t-*p»M 
.. nU- ptf rMi n.y t- 
imfwrnr >>> init io 1 n t 
.1.). .•tf » sci^r' jinl i- 



.- 4.1 ■■>■ -i< 

< I 1*1 Ifxi' 



"Rtaodfy" mort(#lpkic# vs. 

But w* our hyp«wffi0tc*4 lodety 
pflfUJB o far wen ot me rtfoirojtton 
c»Qe~^ e m me mortretp*oc» 
FO*t«*f man m© courtroom? The 
To^<xnrnur#CCrfloo* Industry 
wtven w* ptav o pfvota! rote r» 
ox»lrvertnQ mf(vrnaT>on aoe wv*coi 
r*oc her ocne a mo/o/ leocn VKJti^o 
five OixJ reguVtfOfy Wtft»egtOund 
We feof To* on Amertco m wtx:^ 
tt>e temptation to Hie outwetah* 
me drv» *o cornpett* >t»yaTion and 
r*one»tiortt connot M3P*ant the 
mo* etpwee m dnVen ot our 

We pre not gtcne in be-WVtng 
K> 'in ojf v^©w tt>o c*ocecVy<» 
rcmitmg from tho Mf J Ore now 
operating to me rtotnmortt lathe* 
man try* mwiffi of u S ntw 

«n * 

So wrote Hon JonnDtnge* 
chonron ot <he nou*e CC*nrniitee 
on enerfjy ond commence and 
moo toward Morkey chawmonoT 
ttx> nou*o «ubcon*>mmee 00 
teWKCrrvriuntcatlons oncl finance 
r> 0 *tte* (Jet) 6 >9a9>toU$ 
Attocnsy Genera* Richard mom 
tjiufgn ttwy wrote to cttticife the 
e*ientv» dewy* fcifferod c>v f^octftc 
Te*e» m KH>Wog wort/en from mo 
Department of jufftce and u j 
D*mct Judge hqjow Oeene mot 
wouW pe*TTi{t me company to 
r»v««t n on Vkk» cab** system 

The cc*op»e ot mo trarttoction 
tf b*ouo/>t ot>out c>y me ckMoyi me 
Con^ewTten wrote *wou*0t>e 
Oamogsr^j to our notioncil tnterecri 
Oft omtxincaiment to* me Unfed 
Staloi end totaty unnoconarv * 

We ove now wddted v*.tm 
procedu/e* mot feounre "^e 
Jus fie v Deporfnfirtf to 
roosc*rr» 0 rremendouj 
o/rxxy> r of tw>o mone>' iv*d 
k'cxc o /esoorcei rvKc>.'>^ 
evoJUd*ion$ a"XJ ^ocon*"^ 
dafK-j/u .'tridT 1 m nvr>y cc»e> 



we* t?ufMde yxx/ es 
p.<vc:ed ar»a of An 
orx-fnon. me fines dtoctaon on 
i-nOTiy qve*^v>r>i of mcyat 
cot*)fi*rctaf ar«3 pij&c po*ry 
«gnfficY3r>ce now M*ft m me 
horx* of thm fctora/JuOcKirv 
wrVcn wes not eiecfed oy fne 
peof*» 0/ m* rounrryand ■ 
not suttee* «o fne Admrmfra 
f»on ftoceduec Act of offw 
cooipoot)* jto>x>ord ot 
accounfaOiffv 

I 

iKK h*d j 

/WJe fK^t to wo** too^effxv 
wrfh vtx; and vcur staff en ae- 
wf*ofV>£ new »ep«<oftoo fr>o 
/ficuotioaj /mot,/ w«orcom 
modafe *»orfimote orii^fnx'? 
concerns wtfnout undemw> 
my or cJamagtf^p cx# nofKyxw 
ntttefHto M offw NelcS Pl/t>c 
no*cy OouW t>e ooopted By 
ff* Con^ea and -np*e- 
Tailed i>y me Admrtfjfro- 
fton deto*ed /eou<ot»on o f 
me fe^omfTKjr^cations 
oduxfry «noUd be me respon 
.uoety of m« tad*«ov Commt.- 
/ NCOfKVW C0nvnfi«aoo not Ot 

me Courts ft s fmo mat »v<» 
reitone fne correct txK>*K:e 
fo our Qovwrtmont tunct*otis 
in me fe^on>riuniCOfKyij 
riefd ood we woit foA*o/d fo 
me £>epo>n*rnenf 1 coocefd 

t\yn jn mof Qtfofi 

and Moffcev m wo*<3 and tpert we 
wOUKJ aopiy me* rneoOQO no' ry ity 
fo mo Mf J. fcui wtweve* ouf feooi 
systtffn no* come to c*oce unnec 
Ottory t«tra*nti and shacv»e* o» ■ 
mo tfKtjstry 

m tne mtctfetf Of %oo*y»* tjnrvQ 
u^q otxxit mo informatior o^t» wt» 
ccK> ffj* 0 "tnendV rnort<eTp*oce' 
one mcji foster trvMno co^np^ti 
hon wtmout joctftcing ou» con> 
mon tnieteit «n o vtto: Amenc <ri 
O'.iyv.ifriy we cot tc* o tt*^ 



*f it pwoni 

«indn« into 
French kiosks. . . 

Milttri NTr\». r^^ 
I l>d« «r(«(t(;rO 1<h It 
' Mn.itrl irtmiTU. j\r' . in. 
[ .1. nriv«nf\ li- <k. « \» 
' I >riu h hi.i^k N»vr«1 
I nt.wi ■«■■•«! 
1 Miihmi' pa\iii^" mi'«v 
1 |..« Iro 

Mth>H.yh 4 J>«n*1 

j I'.n.iiKf ih. I S 

1 ii..iVri MSI !*•! — I. ■■ 
1 l..v.ph KU//r. V4»: 

; Mit 1. !N ■ ,■■ ■ 

I |M K r \M l< .lid* "■*■■» 
. hjft'i'i ■ !■• ^, . rv.-ii^ ■!•» 

I 1 tilth i'il.uitl.il,..i 
: M-in>ro Ihr |«f 

• xu»».. i.|Hi vi l»fi MjM 

1 .1-1 lrTi.i-,1 •.j L -»il f. » 

I lilt- li. 41 ,.*.i'l« f> >■• 

i .«' tttt irln.i'l 
I MM ..,.11 HIM I . » .- 

i U *Hi i- j. , r- 
■ I . r . k 1 '■ '- 

j rnk-n,. i.fl»* ai.- 

I .....nhr, 

I x, ■,L UJ I.. Mi- . -N- 
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NOVkMBl R IBHfi 

France launch?* 
nationwide ISDN 

Snld A prtv LtiA(ctrrv.r 
Utf( thn mtwkth to P*n» to 
intvumr it* bremmng uf 
• n*tK>o*HV mltaul of ill 
>n(rgf*tni trrvKci dignsl 

(nmp«A> »rJI llvo 
armour* r the tnrtftfi Ihwi 
.■f rt» fmi fully commrt 
( i J ISDN utfn in Tens 
*hr*d of ihc origins! 
inmmefiui wrvur 

tnuntn will Ira* r sufe 
lufr»n»c Tflrt*«lT! » 
ISl.'S wrtnf 



Cooperation by the rnamfceri of 
the Worrnotfon irtduDty and othea 
>n o g»l ng to me fctyUcql 
standard* a universal brooxjband 
network require* We urge ca to 
po rt t ep cte and wi urge ql 
participant* to oomkJw tttgationoa 
o <*t not a first rosea ^wniMd 
to exce*. the legal wtcfion 
bacfcfkei on us aft W» urge farm 
and conrtaence in me betef mat 
Our free entefprte system a the 
remedy of choice 



ft. Taxrhnotogieal 
Component! For 
Cfetfvtto? Th* VWon 

We see four general category 
in which de*«fc>pmer.tojt prop*** of 
o t*chn»ca: nature a neceoory in 
orde* to make avoiab*» to con 
sumea the kmc* and range ot 
choices de*cit>ed m our viaon 

* intioductk>i (pertxjps in 
itoges) of equipment tcicn at 
video dsptoyv oudto compo 
nents. Mrwn crv xecettea 
into me consumer \ vrtet 
and p»oce* of buanea 

• Adapting bv current ntormo- 
tton provider* of the* opera 
Won* to the mora »ophsm- 
coted ctiotcm mat w« 
benefit me u»e* and keep 
pace with me consumer i 
expectation! PrcWxwi nxry 

hOV* to ' CCHTlpUT#4pt» ' *go 

1Mb ' 'go video.' ate 

► L*ge»flon and cocxaV>ohon ' 
through aoutoment maken 
network supptea informatton 
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fioo« »o eacn leudonce A second 
i ni. t©chr>o«oa> tnci for fOTSonry 



leMce n unde* way in Soufn 
Brunewtok. NJ Vhe*e Mdb demorv 
pfrote our ap^y to offer broad- 
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Mr. Collins. As an advanced telecommunications infrastructure 
will bring improved quality of living to rural America, like any- 
thing else, there are some obstacles. One real obstacle is cost. Re- 
placing 52 million miles of wire in our networks today with fiber 
could cost over $200 billion. REA borrower telephone companies 
must have continuing sources of financing if they are to participate 
in this upgrading of their facilities. The REA telephone program is 
essential in order for all rural areas to participate in the informa- 
tion age. 

A second obstacle, and one that is very important, is political in 
nature. USTA member companies, both large and small, are eager 
to continue to update the telecommunications network and to bring 
the information age to rural America. However, we are continually 
frustrated from doing so. Governing our activities are the U.S. Con- 
gress, the FEC, States, public utility commissions, and for the Bell 
operating companies,the Department of Justice, and, of course, U.S. 
District Court Judge Greene. 

Not only are we singularly regulated, but in instances regulators 
disagree among themselves. Let me give vou an example of what 
happens in the Bell Atlantic region, which affects the rural parts 
of our country: 

Last June, the U.S. court issued a final order authorizing the 
RBGCs to provide the information gateway service. It allows us to 
rely on a centralized computer system. Bell Atlantic in installing 
two trials, sought in one of them court approval to provide the 
^ateway services throughout the State of Pennsylvania using one 
centralized computer. The centralized computer would have been 
accessed from all the other areas in the State over long distance 
lines purchased by Bell Atlantic from long distance carriers. 

The court said Bell Atlantic could not use that efficient arrange- 
ment. Instead, based on the court's decision, Bell Atlantic would 
have to install a gateway computer in each of its five local service 
areas in Pennsylvania. The result, Mr. Chairman, of their decision 
is that we are limiting the gateway at this time to the Philadelphia 
region and we are not reaching out to the other parts of Pennsylva- 
nia. 

In other related regulatory areas I would like to mention that 
rate based regulation dampens our incentive to aggressively invest 
in our network to the extent we could. The MFJ restrictions on the 
Bell companies manufacturing and the generation of information 
content limit development of new services. 

The Cable Act of 1984 inhibits the telephone companies from 
putting into use the a tremendous power of the optical fiber net- 
works. I would like to pause and thank you for cosponsoring the 
cable legislation. 

Even if all those restrictions are not removed, the telephone com- 
panies are going to deploy fiber and digital switching over time. It 
would be fair to estimate that under a scenario with respect that 
the restrictions remain, it will take up to 30 years to complete that 
transition. If we act now to provide the incentives to our private 
telecommunications companies, the infrastructure for the 21st cen- 
tury will begin to be built in the 20th century. 

It is this infrastructure which will bring to rural America the 
state-of-the-art telecommunications services for its residents, busi- 
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nesses, hospitals, and schools, and drive the cost down so those 
services will be attractive there. When there is a coherent common 
policy and removal of restrictions, the information age will be de- 
livered to rural as well as urban consumers. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Collins follows:] 



138 



TELECOMMUNICATIONS ISSUES AFFECTING 
RURAL AMERICA 



TESTIMONY OF A. GRAY COLLINS, JR. 
SENIOR VICE PRESIDENT, EXTERNAL AFFAIRS 
BELL ATLANTIC CORPORATION 
ON BEHALF OF THE 
UNITED STATES TELEPHONE ASSOCIATION 



BEFORE THE 

SUBCOMMITTEE ON GOVERNMENT INFORMATION, 
JUSTICE AND AGRICULTURE 
OF THE HOUSE GOVERNMENT OPERATIONS COMMITTEE 



JUNE 14, 1989 



1 4 5 



139 



STATEMENT OF A.GRAY C&UJLK&i JR. 
JUNE 1 4,1989 

Good afternoon Mr. Chairman and Subcommittee Members. My 
name is Gray Collins, senior vice president - external affairs 
for Bell Atlantic. 1 am testifying today on beha?f of the United 
States Telephone Association which has a membership of 
approximately 1,100 local exchange carriers. 

I wish to thank the Subcommittee for allowing me to appear 
this afternoon and address an important concern of the telephone 
industry — " bringing the Informatjpn to Ru , r al America." 

There is no question that the United States is moving 
rapidly into the " int^ nna 'cion aae ." Experts predict that by the 
year 2000, two thirds of the American workforce will be employed 
in some form of information services. The problem facing rural 
America is an undeveloped telecommunications infrastructure, 
which is required for full part : cipation in the intormation age. 
Many rural communities do not have essential private lines, 
touchtone phones or digital switching yet. 

Therefore, the proper telecommunic ations jnf restructure must 
be built which will link every home and business in the United 
States. Such an infrastructure which is universally available on 
a simple, dial-up basis to all Americans remains vital to 
eliminating a society of "information haves" and those who are 
"information have-nots*" An advanced telecommunications 
1 alca-Stkru. C_tilCg is as important today to rural America's future as 
electricity, railway and highway systems have been in the past. 
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My testimony this afternoon will f ; C us on two important 
telephone industry matters affecting rural Africa, first, the 
importance of the telephone companies developing a 
telecommunications infrastructure and, second, the shsXssX^ we 
face in developing such an infrastructure — an electronic 
highway - if SU ch an infrastructure is to become reality in the 
United states. 

Telecommunications iiil^txustlite should be thought of as 
our communications highway system. In their T^^^VUte^ . 
the National Telecommunications and Information Administration 
said that: "telecommunications 1S the electronic tie which can 
more closely bind our nation of communities together into an 
electronic 'national neighborhood » The report also declares 
that telecommunications affords individuals expanded access to 
information, offers individuals greater freedom, more social and 
economic power, and enriches the overall quality of our national 
life. I believe those are goals we all want to achieve. 

Analogies exist between our modern telecommunications 
infrastructure and the transportation systems of the industrial 
age. from railroads and canals to our interstate highway system. 
Therefore, a superior telecommunications infrastructure must be 
deployed to deliver the full benefits of the information age. 

Last August, the National Governors Association unanimously 
adopted a policy on telecommunications, which in part said: "the 
ability to transmit and process information is essential to 
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improving economic productivity and growth, and is playing an 
increasing role in the delivery of education, health care, and 
other essential social services. This ability, in turn, depends 
on th« capabilities, quality, and cost of our national 
telecommunications infrastructure. " 

Our telephone infrastructure today consists of — copper 
wire, switching equipment, radio transmitters, and satellite 
dishes ♦ The infrastructure of tomorrow must consist of an 
optical fiber-based broadband switched network that will link 
every home and business in the United States and serve as 
America *s "superhighway system" in the information age. such a 
network — one that can transmit the combined audio, video, and 
digital signals on which information age services will be based - 
- is the inf rdstructure foundation of our future. In rural 
areas, telephone companies are the only viable entities who can 
deliver this to al I of the public. Few others seek to offer 
service there- It is not economic to pursue duplicate advanced 
networks in rural areas. The result is that we as telephone 
companies need your support and encouragement to secure the 
public interest in rural telecommunications. 

Why is such an infrastructure important to rural America? 
Let's turn to West Virginia — a state in Bell Atlantic's 
territory. 

CfirP of West Virginia's telecommunications infrastructure is 
among the best in the world. It has the highest digital switch 
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penetration in Bell Atlantic. Between its major cities, high- 
capacity state-of-the-art services are available through optical 
fiber circuits. C&P of West Virginia has one of the highest 
digital trunking rates in the nation. We have done this much in 
the face of significant obstacles . Just think what could be 
achieved with active governmental support! 

Because we have a modern network in West Virginia, we put a 
new operator services facility there to serve clients from the 
Atlantic ocean to the Appalachians. We provided a bank with 
public packet switching service. We gave a statewide department 
store chain a modern digital network for video conferencing and 
credit verification. In tact a Philadelphia research 
organization relocated a major operation to Charleston partly 
because we had the network to support its polling and survey 
business over much of the east coast. 

As our society becomes more inf ormut . jn-oriented. those 
communities that have fully modern telecommunications networks 
will best be able to compete for business and jobs -- wherever 
they are. There is no question that a sufficient level of 
interconnected telecommunications services will make our 
geographical barriers transparent. 

Telecommunications offers unique opportunities for rural 
areas. Businesses are starting to look to rural America as a 
place to locate new operations, and to relocate old ones, 
especially when computer and other new technology makes it easy 
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to link distant sites, without advanced telecommunications 
systems, however, these businesses would not have the necessary 
technology to tie these sites together to accommodate their 
needs. As rural telecommunications becomes more efficient and 
offers more, the businesses that depend on the network become 
more efficient and offer more as well. 



Companies which have taken advantage of small communities' 
advanced telecommunications capabilities include Citicorp, which 
moved its credit card operation to Sioux Falls, South Dakota; 
Rosenbluth Travel, Inc., one of the largest travel agencies in 
the country, which moved its computer reservations system to 
Linton, North Dakota? and American Home shield, which opened an 
office in Carroll, Iowa, to handle customer calls from 38 states. 

As an economist from the University of Missouri points out; 
"There's absolutely no reason why a lot of these companies can't 
operate in a rural area just as easily as they can in Los Angeles 
or New York City. " 



X would like to cite the recently released study by the Fc— * 
Foundation and the Aspen Institute title "Rural America in the 
Information Age." According to the study, a modernised 
telecommunications network in rural America could provide a means 
to attract national and international business and related job 
opportunities. The report suggests that the economic blight in 
many rural communities could be relieved by attracting new 
business opportunities linked by advanced telecommunications 
systems. 
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Besides now business opportunities and new jobs which an 
infrastructure would provide, rural Americans would benefit in 
other ways. Let's take education. Students in relatively 
isolated areas could enjoy the benefits of a fuller range of 
courses by telecommunications and be exposed to stimulating new 
ideas and teachers that would not have been available if their 
physical presence had been required. Communications c?n make a 
significant difference in disseminating knowledge. 

For example, US west Communications is working with the 
school district in Moffat County, Colorado to explore 
technological options available for providing two-way interactive 
television links with five schools separated by distances up to 
120 miles. Panhandle Telephone Cooperative in Guymon, Oklahoma 
has developed a fiber optic network which connects schools across 
the Panhandle via two-way interactive television system. 

Enhanced medical services and home health monitoring are 
already being delivered to rural areas over advanced 
telecommunications network systems. Such systems have been 
proven not only more convenient, but have provided a higher level 
of care by allowing doctors to make what amounts to be telephone- 
aided house calls. 

Simply put, the proper telecommunications infrastructure 
will bring to rural America both opportunities and important 
information services. That's the good news. Unfortunately, 
there is the bad news — there are still both real and 
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unnecessary obstacles standing in our way of building the 
"electronic superhighway. M 

One real obstacle is cost* Replacing the estimated 52 
million miles of copper cable that currently serve American homes 
would cost billions. The entire overhaul of the public network, 
including the installation of fiber, could cost over $200 billion 
according to some estimates. Duplicative networks for rural 
telecommunications are not an efficient option. REA borrower 
telephone companies must have a continuing source of financing if 
they are to upgrade their facilities. The REA telephone program 
is essential in order for all rural areas to participate in the 
information age. 

However, rhu second obstacle — the chief obstacle is not 
economic, it is political in nature. 

USTA member companies large and small are eager to continue 
to update the telecommunications network with emerging technology 
and to bring the information age to rural America. However, we 
are continually frustrated from doing so. Governing our 
activities ^re the U.S. congress, the FCC, the states, and for 
the Bell operating companies, both the Department of Justice, 
and, of course, U.S. District court Judge Greene. Not only are 
we singularly regulated — but our regulators often disagree 
among themselves. The result is gridlock. Let me give you an 
example of something that has happened in the Bell Atlantic 
reg i on . 
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On* year ago, la*t June, the IKS. District Court issued a 
final order authorizing the nBOCs to provide gateway services. 
Gateway services allow customers to reach a variety of computer 
databases and services by dialing a local telephone number. 

Bell Atlantic viewed this change as a positive development 
and has deployed two gateways. But Bell Atlantic efforts to 
develop one of the gateways are being impeded by the court's 
interpretation of the decree's long distance restriction. 

Gateway service relies on a sophisticated computer system 
accessed via the existing telephone network. Bell Atlantic 
sought court approval to provide gateway : rvices throughout the 
state of Pennsylvania using one centralized computer. The 
computer connects the customer to the gateway menu — and then 
sets up a separate call between the customer and the information 
database using the carrier selected by the information provider 
to handle the call. The centralized computer would have been 
accessed from each of the areas of the state, including rural 
areas, over long distance lines purchased by Bell Atlantic from 
a long distance carrier. The kind of centralized functions 
performed by the computer are common in the local telephone 
business. 

The decree court, however, said that Bell Atlantic could not 
use this efficient arrangement. Instead, under tne court's 
decision, customers throughout Pennsylvania could reach the 
gateway by making a local call only if Bell Atlantic installed a 
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separate gateway computer in each of the five local service 
areas in Pennsylvania* The court recognized that Bell Atlantic 
is permitted to use efficient, centralized arrangements for 
traditional local telephone services, but nevertheless he3d that 
the same could not be done for new services. It felt that 
efficient low-cost operations for consumers provided an 
insufficient justification to permit a statewide gateway. 

America needs to forge from the many differing viewpoints a 
single national telecommunications vision and policy. What we, 
the USTA, ask of the public sector is the freedom to build the 
network — the removal of unnecessary and counterproductive laws, 
rules and regulations that take away our incentive to forge 
ahead. 

I also .refer to the rate-based regulation that dampens our 
incentive to invest further in our network. I refer to the MFJ 
restrictions on Bell company manufacturing and generation of 
information content. And I refer to specific laws, notably the 
Cable Act of 1984 « that prohibit telephone companies from 
putting to use the tremendous power that optical fiber clearly 
possesses. These restrictions hold the consumer back too. 

Even if restrictions are not removed, telephone companies 
will install fiber and broadband switching over time. However, 
it would be fair to estimate under that scenario it will take 30 
years or more to complete the transition. But that is too, late 
if our national economy is to t nain competitive in world 
markets. 
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But if ve act now, as I believe we must, to provide 
incentives to our private telecommunications companies, the 
common carrier system of the 2lst century will begin to be built 
in the 20th century. After all, the public switched network is 
our nation's most vital infrastructure. It is this same 
infrastructure which will bring to rural America the state-of- 
the-art telecommunications services for its residents, 
businesses, hospitals, and schools. 

Bell Atlantic recently completed a study entitled: 
"Delivering the Promise: A Vision of Tomorrow's Communications 
Consumer." The study describes a new generation of 
communications services that may become available in the next 10 
to 20 years. Mr. Chairman I ask that this study be incorporated 
into the record — for it will give your Subcommittee a vision 
into the information age. 

Finally, whatever our perspective, whatever our own 
particular interest in this issue, let us remember: the world is 
moving rapidly and inevitably into an "information age H and a 
global communications continuum. The new age is ours to lead or 
to follow. Let us be the leaders traveling down the superhighway 
of communications — not a follower. When there is a coherent 
common policy for the nation in place, the information age will 
be delivered to rural as well as urban consumers. 

This concludes my oral testimony and I will be happy to 
answer any questions the panel may have. 
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Mr. Wise. Oiu next witness will be Margaret Goatcher, presi- 
dent, Cimarron Telephone Co., and representing the Organization 
for the Protection and Advancement of Small Telephone Compa- 
nies. 

STATEMENT OF MARGARET GOATCHLR, PRESIDENT, CIMARRON 
TELEPHONE CO., REPRESENTING THE ORGANIZATION FOR THE 
PROTECTION AND ADVANCEMENT OF SMALL TELEPHONE 
COMPANIES 

Ms. Goatcher. Good afternoon, Mr. Chairman, and members jf 
the subcommittee. I deem it a pleasure to appear before you tooay 
on behalf of rural development. 

I am Margaret Goatcher, president of Cimarron Telephone Co. in 
Mannford, OK, and also first vice president of OPASTCO, the Or- 
ganization for the Protection and Advancement of Small Telephone 
Companies. 

OPASTCO is a national association representing more than 400 
telephone companies and cooperatives that serve less than 50,000 
customers. Collectively our members provide telephone service to 
approximately 1.5 million subscribers in 39 States in rural Amer- 
ica. 

Mr. Chairman, OPASTCO supports rural development for the 
communities our members serve and for communities throughout 
the Nation. In fact, OPASTCO recognized this in a very specific 
way in January of this year. OPASTCO established a foundation— 
the fund for rural education and development, or FRED. The prin- 
cipal activity of FRED is sponsoring programs related to the tech- 
nological, social, and economic conditions of rural areas. 

r .t is important that all parts of our country, including rural 
areas, have the infrastructure necessary for the United States to 
compete in world markets. To increase the potential for rural de- 
velopment, we must look to other segments of our economy, such 
as the provision of information goods and services. A state-of-the- 
art telecommunications infrastructure is essential if rural business- 
es are to effectively compete not only in national markets, but in 
world markets. OPASTCO is key to future development. 

OPASTCO members were very interested in rural development 
and recognize the need for appropriate actions by the Federal Gov- 
ernment and by State governments. Indeed, the Federal Govern- 
ment already has in place a most effective rural development pro- 
gram for the telecommunications infrastructure — the Rural Elec- 
trification Administration. We call your attention to our written 
testimony, which states the accomplishments of REA in the past, 
since its inception in 1949, and the rural telephone bank in 1971. 

But REA in recent years has backed away from its traditional 
role of promoting the up to date telecommunications infrastructure 
so necessary for rural development, and OPASTCO believes that 
REA needs to reverse its current philosophy. Specifically, REA 
should be directed to accomplish the following to assure state-of- 
the-art telecommunications for rural areas: 

Reestablish the policy of promoting the latest technology for 
rural areas by directing the REA to promote innovations and appli- 
cations to speed the delivery of information services to rural areas. 
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To reverse restrictive REA policies on eligibility for loans. Pro- 
mote full use of loan authority. 

Provide funding for all act purposes including headquarters 
buildings, computers, vehicles, work equipment, and particularly 
capabilities such as signaling system 7 and equal access. 

My company, Cimarron Telephone Co., currently has 6,400 access 
lines serving ten exchanges in northeastern Oklahoma. X can hon- 
estly say that without REA financing and technical assistance, our 
company could not have achieved the level of facilities and service 
quality we have today. But I emphasize that REA's job is not fin- 
ished. To bring the information age to rural America— including 
fiber optics, advanced signaling networks, telephone companies 
servicing rural areas must continue to receive REA funds and tech- 
nical assistance. 

In addition to REA funding and technical assistance, two other 
Federal policies have promoted state-of-the-art telecommunications 
in rural areas. Realizing maintaining these policies are FCC poli- 
cies and this committee has FCC oversight jurisdiction, we encour- 
age you to consider the following in the promotion of rural develop- 
ment: 

First, pricing of communications services to and from rural areas 
should remain the same as pricing for the same services in urban 
areas. Average pricing of interstate toll rates is a past and current 
FCC policy. 

Second, a settlements system that permits rural companies to re- 
cover their higher cost of doing business through pooling remains 
essential. The FCC has implemented a universal service fund for 
higher cost small companies to accomplish this need. 

The continuation of nationwide rate averaging and the universal 
service fund, along with the future viability of REA, are key ele- 
ments in not only the maintenance of universal telephone service, 
but also in the promotion of universal information service, which is 
imperative for rural development. 

For future information services OPASTCO believes that a nation- 
wide fiber optic network is essential. Many small telephone compa- 
nies already have installed fiber for interoffice connectivity, trunk- 
ing, and other applications and several of our members already are 
involved in using two way interactive television over fiber facilities 
to enhance curriculum offerings in local schools. 

Two way interactive television permits the teacher and the stu- 
dents at remote locations to truly interact as if they were in the 
same classroom. For this application, fiber technology is superior to 
other technology. 

Several components are necessary to attain this fiber network 
and the resulting rural development benefits: financing of the 
actual delivery facilities, the opportunity to offer the services nec- 
essary to make the system viable, and having sufficient pricing and 
revenues to support the system and services. To realize these com- 
ponents, OPASTCO recommends the following: 

The REA must be in the forefront of financing development of 
fiber technology. 

The FCC nrust continue its policies of toll rate averaging, pooling 
for small companies, and universal service. 
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The Congress should permit telephone companies the opportuni- 
ty to provide entertainment television, particularly in rural areas 
where offering entertainment TV service via the same system can 
provide revenues to help pay for fiber to the home. 

Any legislation related to telecommunications in rural areas 
should not specify technology* because technology changes. 

One of the key questions that we ask ourselves is whether small 
companies should invest in new facilities to attract new businesses 
or should they wait for new businesses before installing new facili- 
ties. At the very minimum, OPASTCO believes that small tele- 
phone companies need to be able to have the basic facilities, includ- 
ing fiber optics, and digital switching, to meet the demands of new 
businesses and rural development 

So that small telephone companies can accomplish this, REA 
needs to change its procedures and be responsive in making loans 
quickly to accommodate rural development Small companies also 
need realistic depreciation rates to pay for older equipment Most 
importantly, small companies must have the necessary revenues to 
pay for the investments that precede and encourage rural develop- 
ment 

OPASTCO has limited its comments to the telecommunications 
infrastructure of rural development However, our members stand 
ready to participate in all areas of development. In fact, small tele- 
phone companies are ready now to provide state-of-the-art services 
such as interactive television, transmission of data for medical 
care, facsimile transmission, and many others. Our networks cur- 
rently are underutilised in many ways and we can accommodate 
much development using the facilities we now have in place. 

Mr. Chairman, we have given you specific proposals for the tele- 
communications infrastructure in rural areas: 

The REA telephone program should be returned to its traditional 
role of actively promoting up to date telecommunications infra- 
structure. 

Federal policies on average toll rates and a universal service 
fund should be continued. 

The elements such as depreciation rates and provision of enter- 
tainment television should be addressed so as to provide the neces- 
sary components for the network of the future. 

Also, in addition to being common carriers, OPASTCO members 
are most interested in providing the necessary technical expertise 
and the necessary services to promote rural development in all 
areas, including education, health, and other businesses. 

We believe that the cost of our proposals is very little. Other 
than policy actions, our proposals would require only a modest in- 
crease for additional REA staff. The current appropriations for 
loan levels should meet the needs of REA telephone borrowers, and 
we also emphasize that REA loans are paid back by the borrowers. 

Mr. Chairman, we look forward to continuing to work with you 
on rural development. 

Thank you. 

Mr. Wise. Thaik you. 

[The prepared statement of Ms. Goatcher follows:] 
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Statement of 
Margaret Goatchar 
President* Cimarron Telephone Company 
First Vice President, Organization for the Protection and 
Advancement of Snail Telephone Companies 
before the 

House Committee on Government Operations 
subcommittee on Government Information, justice and Agriculture 

June 14, 1939 

Good morning Mr. Chairman and members of the subcommittee* I 
appreciate this opportunity to appear before you to discuss rural 
development. 

I am Margaret Goatcher, president of Cimarron Telephone Company in 
Mannford, Oklahoma, and also First Vice President of OPASTCO, the 
Organisation for the Protection and Advancement of Small Telephone 
Companies. 

OPASTCO i« a national association representing more than 400 
telephone companies and cooperatives that serve less than 50,000 
customers. Collectively our members provide telephone service to 
approximately 1.5 million subscribers in 39 states in rural 
America. Of our members, 70 percent are REA or rtB borrowers. 
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Mr* Chairman, OPASTCO supports rural development for the 
communities our members serve and for communities throughout the 
nation* In fact, OPASTCO recognised this in a very specific way 
in January of this year* OPASTCO established a foundation - the 
Fund for Rural Fducation and Development, or FRED. The principle 
activity of FRED is sponsoring programs related to the 
technological, social, and economic conditions of rural areas, 
particularly as these conditions impact telecommunications. The 
support to achieve Fred's educational and research oriented goals 
will come from volunteers and private sources. 

It is important that all parts of our country, including rural 
areas, have the infrastructure necessary for the United States to 
compete in world markets. Rural development in the past occurred 
because of advantages in natural resources; geography, such as 
agricultural land: and transportation via rivers and railroads. 
Today these segments of our economy are not growing or even may be 
declining. 

To increase the potential for rural development, we must look to 
other segments of our economy such as the provision of information 
goods and services. A state of the art telecommunications infra- 
structure is essential if rural businesses are to effectively 
compete not only in national markets, but in world markets. 
Telecommunications, particularly for tomorrow's business world, 
eliminates distance and geography as a handicap for rural areas. 
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OPASTCO believes telecommunications is the kay to future 
development. 

OPASTCO members are vary interested in rural development and 
recognize the need for appropriate actions by the federal 
government and by state governments. Indeed, the federal 
government already has in place a most effective rural development 
program for the telecommunications infrastructure - the Rural 
Electrification Administration. 

The REA telephone program was established in 1949 when REA was 
authorised by Congress to loan funds for telephone services, and 
the Rural Telephone Bank was established in 1971* Since its 
inception, REA has accomplished the following in communications: 
* The number of individuals with telephone service in 

borrower service areas has increased from 36 percent in 

1949 to 96 percent in 1988, 

- One party service in borrower service areas has 
increased from 20 percent in 1961 to 93 percent. 

- The REA standards Division has promoted and 
established standards for innovations such as buried cable 
instead of open wire, and subscriber carrier equipment to 
increase the number of phone conversations that can be 
carried on a single pair of telephone wires. In addition, 
the REA standards Division has created and enforced a set 
of standards and specifications that has insured that 

3 



ERIC 



155 



rural areas, thus far, have received quality telephone 
service equivalent to urban areas. 

But REA in recent years has backed away from its traditional role 
of promoting the up-to-date telecommunications infrastructure so 
necessary for rural development, and OPASTCO believes that REA 
needs to reverse its current philosophy. Specifically, REA 
should be directed to accomplish the following to assure state of 
the art teleconanun ica t ions for rural areas; 

- Reestablish the policy of promoting the latest 
technology for rural areas by directing the REA telephone 
program technical staff to promote innovations and 
applications to speed the delivery of information services 
to rural areas. 

- Reverse restrictive REA policies on eligibility for 
loans contained in the Code of Federal Regulations which 
have the potential to force small companies out of the 
program. 

- promote full use of loan authority; the 
Administrator should lend up to the full amount authorized 
by Congress. 

- Provide funding for all Act purposes including 
headquarters buildings, computers, vehicles, work 
equipment, and particularly capabilities such as signaling 
system 7 and equal access. 
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My company, Cimarron Telephone Company, currently haa 6,400 
access linos serving 10 exchanges in northeastern Oklahoma. I 
can honestly say that without REA financing and technical 
assistance, our company could not have achieved the level of 
facilities and service quality have today. But I emphasize 
that REA r s job is not finished. To bring the information age to 
rural America — including fiber optics, advanced signaling 
networks, and the services these technologies will provide-- 
telephone companies serving rural areas must continue to receive 
and make efficient use of REA funds and technical assistance. 

In addition to REA funding and technical assistance, two other 
federal policies have promoted state of the art telecom- 
munications in rural areas, we encourage you to consider their 
importance in the promotion of rural development. OPASTCO 
believes that these two federal policies were essential in 
obtaining universal service and the present tech no logy- rich 
network and are important tor promoting the future information 
age in rural areas: 

- First, pricing of communications services to and from 
rural areas should remain the same as pricing for the 
saae services in urban areas. Average pricing of 
interstate toll rates is a past and currant FCC policy. 

- Second, a settlements system that permits rural 
companies to recover their higher cost of doing business 
through pooling remains essential. The FCC has 
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implemented a universal service fund for higher coat small 
companies to accomplish this need. 

The continuation of nationwide rata averaging and tha a universal 
service fund, along with tha futura viability of REA, ara key 
alementa in not only tha maintenance of universal telephone 
service, but also in tha promotion of univaraal information 
service, which ia imperative for rural development. 

For futura information aarvicaa OPASTCO baliavaa thaV. a 
nationwida fibar optic network ia aaaantial. Many small 
talaphona coapaniaa alraady hava installed fibar for intaroffica 
connectivity, trunking, and other applications and aavaral of our 
members alraady ara involved in using two-way interactive 
television over fibar facilitiaa to enhance curriculum offerings 
in local schools. Two-way interactive televiaion permits tha 
teacher and tha atudanta at remote locations to truly interact aa 
if they were in the same classroom. For this application, fibar 
technology ia auperior to satellite technology because the 
characteristics of satellite favor one-way transmission. 

Despite the progress by small companies in installing fibar for 
t ranking applications, fiber to the home ia being used only on an 
experimental basis, even in urban areas. But getting fiber to 
tha homes in rural araaa aa wall aa urban araaa ia kay to the 
futura information age. Thia ia truly tha next generation for 
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telecommunicat ions . 

Several components are necessary to attain this fiber network and 
the resulting rural development benefits: financing of the 
actual delivery facilities, the opportunity to offer the services 
necessary to make the system viable, and having sufficient 
pricing and revenues to support the system and services. To 
realize these components, OPASTCO recommends the following: 

- The REA must be in the forefront of financing fiber 
in rural areas and promote development of new technology 
specifically for rural areas. 

- The FCC must continue its policies of toll rate 
averaging, pooling for small companies, and universal 
service. 

- The Congress should permit telephone companies the 
opportunity to provide entertainment television, 
particularly in rural areas where offering entertainment 
TV service via the same system can provide revenues to 
help pay for fiber to the home. At present, independents 
serving communities of less than 2,500 people are 
permitted by FCC rules to provide entertainment 
television. OPASTCO believes this definition needs to be 
greatly expanded to bring cable service to rural areas and 
enhance the prospects for innovation in combined cable and 
telephone services on fiber. 

- Any legislation related to telecommunications in 
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rural areas should not specify technology because 
technology changes* 

One of ths key questions that we ask ourselves is whether small 
companies should invest in new facilities to attract new 
businesses or should they wait for new businesses before 
installing new facilities. It is the chicken and egg concept, 
but in any event, this d* lemma brings up some serious questions. 
At the very minimum, OPASTCO believes that small telephone 
companies need to be able to have the basic facilities, including 
fiber optics and digital switching, installed and ready to be 
upgraded quickly to meet the demands of new businesses and rural 
development* So that small telephone companies can accomplish 
this, REA needs to change its procedures and be responsive in 
making loans quickly to accommodate rural development. Small 
companies also need realistic depreciation rates to pay for older 
equipment and install nev technology. Most importantly, small 
companies must have the necessary revenues to pay for the 
investments that precede and encourage rural development. 

Today, the federal government via REA has significantly furthered 
rural development through small telephone companies who now 
provide a modern telecommunications infrastructure for rural 
America. OPASTCO believes that the most efficient and cost 
effective method of promoting rural development is to continue 
this progress into the future. It would be counterproductive and 
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costly to the federal government to duplicate email telephone 
company facilities by financing other common carrier type 
activities* Neither rural areas nor the federal government can 
afford duplicate efforts or facilities. 

OP AST CO has limited its comments to the telecommunications 
infrastructure of rural development? however, our members stand 
ready to participate in all areas of development. In fact, small 
companies are ready now to provide state of the art services such 
as interactive television, transmission of data for medical care, 
facsimile transmission, and many others. Our networks currently 
are underutilized in many ways, and we can accommodate much 
development using the facilities we now have in place. 

Mr. Chairman, we have given specific proposals for the 
telecommunications infrastructure in rural areas: the REA 
telephone program should be returned to its traditional role of 
actively promoting an up-to-date telecommunications 
Infrastructure; federal policies on average toll rates and a 
universal service fund should be continued? and elements such as 
depreciation rates and the provision of entertainment television 
should be addressed so as to provide the necessary components for 
the network of the future* Also, in addition to i^ing common 
carriers, OPASTCO members are most interested in providing the 
necessary technical expertise and the necessary services to 
promote rural development in all areas including education and 
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health. 

w» believe that the coot of our proposals is very little; other 
than policy actions, our proposals would require only a modest 
increase for additional REA staff* The current appropriations 
for loan levels should meet the needs of REA telephone 
borrowers, and we also emphasize that REA loans are paid back by 
the borrowers. 

Mr* Chairman, wa look forward to continuing to work with you on 
rural development. Thank you. 
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Mr, Wise. Our final witness^on this panel will be Curtis A. Samp- 
son, speaking on behalf of the National Rural Telephone Telecom 
Association. 

STATEMENT OF CURTIS A. SAMPSON, PRESIDENT AND CHIEF EX- 
ECUTIVE OFFICER, COMMUNICATIONS SYSTEMS, INC*, REPRE- 
SENTING NATIONAL RURAL TELECOM ASSOCIATION 

Mr. Sampson. My name is Curt Sampson. I am president and 
chief executive officer of the Communications Systems, Inc., in 
Hector, MN. Today I am appearing on behalf of the National Rural 
Telecom Association, a national trade association of commercial 
local exchange telephone companies that obtain financing under 
Rural Electrification Administration programs. I am also an elect- 
ed commercial industry member of the Rural Telephone Bank 
Board. 

I would like to clarify something that has been brought up re- 
garding the REA lending program. There are three programs. One 
is the insured or direct loan program. Another is the guaranteed 
loan program. The third is the rural telephone bank. It is of inter- 
est, perhaps, that the minimum levels have never in recent years 
been loaned out, not because there weren't sufficient applications, 
but because of processing problems at the REA. 

Each year there have been more dollars of applications and more 
loan funds authorized by Congress than what loans have been proc- 
essed. So there are some processing problems, particularly appar- 
ently in the legal area, and at the secretary's level. 

My company, CSI, is a small holding company that operates and 
owns five rural telephone companies, serving 5,400 customers in 
Minnesota and Wisconsin. CSI also manufactures telecommunica- 
tions equipment and operates several rural cable television systems 
in our telephone service areas. 

The five CSI areas are very rural and are primarily agricultural. 
Three years of dry weather have accelerated the decline of the ag- 
ricultural economy in our area. Small towns continue to shrink. 
Towns near regional centers and recreational areas do somewhat 
better. But the rural economy needs all the help it can get, if wider 
rural recovery m to become a realistic hope. 

Mr. Chairman, Dr. Parker's report shows how important it is for 
rural America to share in the advanced technologies and new serv- 
ices of the evolving information age. Communications is not our 
only need, of course, but good telecommunications is an absolutely 
necessary ingredient in any plan to revitalize the economy and im- 
prove the quality of life in our rural areas. 

I am going to focus on the last, but very important goal in Dr. 
Parker's paper — enabling rural telephone carriers to provide the 
telecommunications and information services that become general- 
ly available in rural areas. Technology has been moving so fast 
that no one can predict all the opportunities that communications 
will open up for rural people. 

Let me give you one example of what is already happening in 
Minnesota. CSI and other local small telephone companies are 
working together to use optical fiber technology to connect local 
schools in small communities with larger schools, vocational educa- 
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tional programs, colleges or other resources in regional centers. 
The rural schools can then use interactive video to offer courses 
they could not provide themselves. Getting optical fiber into the 
community this way is a first step over the threshold towards an 
information rich society. 

Optical fiber has the capacity to carry voice, data, video, pro- 
gramming, and facsimile transmissions. Most larger cities and nu- 
merous inter city routes already have fiber in place. Some is being 
installed in rural areas, but rural areas can't afford to fall behind 
urban areas in communications capabilities. Businesses look care- 
fully at the cost and range of communications in an area before 
choosing a location. Communications will be even more important 
as new services spring up. 

NRTA and CSI agree with Dr. Parker that digital switching is 
essential for information age service. We are now working towards 
upgrading to digital switching for our companies in three vexy 
small Wisconsin communities and several Minnesota communities. 
We also plan to upgrade another Minnesota community to digital. 
However, because of the remaining investment in the existing 
equipment, we are unsure if we can feasibly provide digital capabil- 
ity to our other companies. 

Congress should confirm universal information services and na- 
tionwide advanced network capability as national goals. NRTA 
heartily supports Dr. Parker's recommendation that the REA 
should play a central role in bringing the basic tools of the infor- 
mation age to rural areas. I am happy to say that REA insured 
loans and rural telephone bank loans are already authorized under 
the act for most of the improvements he recommends. 

CSI has REA applications on file for loans to carry out the plans 
to install the digital switches I just mentioned. REA financing is 
also available for installing optical fiber. REA programs must con- 
tinue to be the cornerstone of the rural telecommunications infra- 
structure as it evolves into a nationwide intelligent network. 

There has been a lot of digital activity in the REA, as mentioned 
by our friend from West Virginia, in installing digital services. It 
was noted at the end of 1987, approximately 32 percent of the REA 
financed companies had digital service or 32 percent of the custom- 
ers are served by digital. I think that same figure in the RBOC's 
was about 34 percent. REA and ihe borrowers have been keeping 
up. It is important they maintain that momentum. 

Making the current REA and RTB programs more effective can 
go a long way towards including rural America in the information 
age. For example: 

One, REA should make use of the $153.8 million in carryover 
funds authorized in prior years but not made available to rural 
telephone companies. 

Two, REA should speed up its processing of loan applications to 
help rural areas upgrade and update their facilities. 

Three, REA should be required to set loan amortization sched- 
ules in accordance with the request of the borrower, up to the full 
period authorized by the act, not shorter periods that undermine 
the effectiveness of KEA programs. 

Four, REA should have a more flexible dividend policy to permit 
REA borrowers to make more investments in rural areas. 
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Five, REA eligibility should not be restricted by rising interest 
coverage requirements for loans because that can make areas that 
need service improvements most not eligible for loans. 

Six, REA should adopt policies that encourage borrowers to pro- 
vide cellular service and provide loans for their service areas. Serv- 
ice by telephone companies to the large rural areas they cover is 
necessary to make this advanced technology widely available. 

Mr. Chairman, bringing information technology and services to 
rural areas is important, but it won't be easy. Congress adopted the 
REA programs because rural c* as were not getting acceptable 
telephone service. Most States Iiuve regulated telephone service as 
a public utility affected with the public interest. Telephone compa- 
nies are allowed to provide service in their franchise areas without 
competition in return for providing universal service at reasonable 
rates. Both the NTIA 2000 report and Dr. Parker's report recognize 
that competition can be counterproductive in rural areas, where 
the economic base may be too small to support one firm. 

The local franchise will be even more important as rural tele- 
phone systems try to modernize their service to keep pace with the 
information revolution. Dr. Parker is correct in pointing to the 
danger that competitors would cream skim the towns and leave the 
rural countryside unserved. NRTA believes that the States must 
not lose their ability to use the local franchise as the only way that 
has proved successful to extend service to virtually all small tele- 
phone customers. 

Rural telephone companies are ready to meet the challenge of 
bringing modern service to their areas, if Congress will only main- 
tain and update the strong national policies and programs that 
have already made high quality service a reality for so many rural 
Americans. 

Thank you for the opportunity to appear before your subcommit- 
tee, Mr. Chairman, and for your strong interest in rural needs. 
Mr. Wise. Thank you very much, Mr. Sampson. 
[The prepared statement of Mr. Sampson follows:] 
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Good afternoon Mr. Chairman and members of the subcommittee. 
My name is Curtis A. Sampson and I am President and chief 
Executive Officer of Communications systems, Inc. in Hector, 
Minnesota. Today I am also appearing on behalf of the National 
Rural Telecom Association, a national trade association of 
commercial local exchange telephone companies that obtain 
financing under Rural Electrification Administration programs. I 
am also an elected commercial industry member of the Rural 
Telephone Bank Board. My company, CSI, is a small holding 
company that owns and operates fivs rural telephone companies in 
Minnesota and Wisconsin. CSI also manufactures telecommunica- 
tions equipment and operates several rural cable television 
systems in our telaphor service areas. 

The five CSI areas are very rural and are primarily 
agricultural. Three years of dry weather have accelerated the 
decline of the agricultural economy in our area. Small towns 
continue to shrink. Towns near regional centers and recreational 
areas do somewhat better. But the rural economy needs all the 
help it can get, if wider rural recovery xs to become a realistic 
hope. 

Mr. chairman. Dr. Parker's report shows how important it is 
for rural America to share in the advanced technologies and new 
services of the evolving Information Age. communications is not 
our only need, of course. But good telecommunications is an 
absolutely necessary ingredient in any plan to revitali2e the 
economy and improve the quality of life in our rural areas. 
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I'm going to focus on the last, but very important, goal in 
Dr. Parker's paper — "enabling rural telephone carriers to 
provide the telecommunications and information services that 
become generally available in rural areas." Technology has been 
moving so fast that no one can predict all the opportunities that 
communications will open up for rural people. Let me give you 
one example of what is already happening in Minnesota. CSI and 
other local telephone companies are working together to use 
optical fiber technology to connect local schools in small 
communities with larger schools, vocational education programs, 
colleges or other resources in regional centers. The rural 
schools can then use interactive video to offer courses they 
could not provide themselves. Getting optical fiber into the 
community this way is a first step over the threshold towards an 
information- rich society. 

Optical fiber has the capacity to carry voice, data, video 
programming and facsimile transmissions at the same time. Most 
larger cities and numerous intercity routes already have fiber in 
place. Some is being installed in rural areas. But rural areas 
can^t afford to fall behind urban areas in communications 
capabilities. Businesses look carefully at the cost and range of 
communications in an area before choosing a location. 
Communications will be even more important a s new services spring 
up. 

NRTA and CSI agree with Dr. Parker that digital switching is 
essential for Information Age service. Ke are now working 
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towards upgrading to digital switching for our companies in three 
very small Wisconsin communities and several Minnesota 
communities. We also plan to upgrade another Minnesota community 
to digital. However, because of the remaining investment in the 
existing equipment, we are unsure if we can feasibly provide 
digital capability to our other companies. 

Congress should confirm universal information services and 
nationwide advanced network capability as national goals. NRTA 
heartily supports Dr. Parker's recommendation that the REA should 
play a central role in bringing the "basic tools M of the 
Information Age to rural areas. I am happy to say that REA 
insured loans and Rural Telephone Bank loans are already 
authorized under the Act for most of the improvements he 
recommends. CSI has REA applications on file for loans to carry 
out the plans to install the digital switches I just mentioned. 
REA financing is also available for installing optical fiber. 
REA programs must continue to be the cornerstone of the rural 
telecommunications infrastructure as it evolves into a nationwide 
intelligent network. 

Making the current REA and RTB programs more effective can 
go a long way towards including rural America in the Information 
Age. For example , 

I) REA should make use of the $153. a million in carryover 
funds authorized in prior years but not made available to rural 
telephone companies; 




169 



4 

2) REA should speed up its processing of loan applications 
to help rural areas upgrade and update their facilities; 

3) REA should be required to set loan amortization schedules 
in accordance with the request of the Borrower, up to the full 
period authorized by the Act, not shorter periods that undermine 
the effectiveness of REA programs; 

4) REA should have a flexible dividend policy to permit rea 
Borrowers to make more investments in rural areas; 

5) REA eligibility should not be restricted by raising 
interest coverage requirements for loans because that can make 
areas that need service improvements most not be eligible for 
loans; and 

6) REA should adopt policies that encourage Borrowers to 
provide cellular service and provide loans for their service 
areas. Service by telephone companies to the large rural areas 
they cover is necessary to make this advanced technology widely 
available. 

Mr. Chairman, b: .nging Information Age technology and 
services to rural areas is important, but it won't be easy. 
Congress adopted the REA programs because rural areas were not 
getting acceptable telephone service. Most states have regulated 
telephone service as a public utility "affected with the public 
interest." Telephone companies are allowed to provide service in 
their franchise areas without competition in return for providing 
universal service at reasonable rates. Both the NTIA 2000 report 
and Dr. Parker's report recognize that competition can be 
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"counter-productive* in rural Areas, where the economic base may 
be too small to support one firm. 

The local franchise will be even mora important as rural 
telephone systems try to modernise their service to keep pace 
with the information revolution. Dr. Parker is correct in 
pointing to the danger that competitors would "creamskim" the 
towns and leave the rural countryside unserved, nrTa believes 
that the states must not lose their ability to use the local 
franchise as the only way that has proved successful to extend 
service to virtually all consumers. 

Rural telephone companies are ready to meet the challenge of 
bringing modern service to their areas # if Congress will only 
maintain and update the strong national policies and programs 
that have already made high quality service a reality for so many 
rural Americans. 

Thank you for the opportunity to appear before your 
subcommittee, Mr. Chairman, and for your strong interest in rural 
needs. 



ERIC 



171 



Mr. Wise. I get the impression, listening to much of the testimo- 
ny today, that what you are saying is that there was a purpose for 
R32A, which was to bring basic telephone service to rural areas, 
whether it be multiparty or however it was, it was mainly running 
lines to homes that otherwise would not be linked up. 

In many ways that purpose has been largely met. We have a lot 
of unserved— according to previous testimony— 1 percent of rural 
customers are not served. But they are largely served with basic 
telephone service. Now, we have entered a new era where if you 
are going to survive, then you are going to have to upgrade the 
system. You are going to have to become able to compete. Other- 
wise, there won't be a question of the chicken or the egg, because 
neither one is going to be around to worry about if you aon't have 
modern telecommunications. 

Is that a fair summary of the need for REA to continue function- 
ing as it has? 

Mr. Sampson. I would say so. When I came into the business 35 
years ago, my first job, and it was during college, was climbing 
poles— telephone— and trying to keep the J-2 line and the rural 
telephone customers happy. Ket; it working. There were like 28 
customers on at night, and every night with the rubbernecking and 
so forth, nobody could hear. I suppose there were those that 
thought, well, they have got telephone service, what do they want? 
Maybe it was four party, but anything was supposedly good 
enough. 

Right now I think we are probably at that same point. Sure 
people have telephone service now. Right now we are looking at it 
again and we are probably at the same juncture. Down the road we 
will probably look back and say what people have now in the rural 
areas and small towns is probably about the same as we looked 
back and zee what people had 25, 35 years ago, and would be ap- 
palled at that unless we go forward. 

The REA program certainly does have a place for the future, be- 
cause people expect to come out and have touchtone phones and be 
able to dial pay phone calls without an operator. 

Ms. Goatchek. Mr. Chairman, I would like to say a few words 
further on that. It is not just the financing was the important 
thing for my company and the reason that we went to the REA. 
That was a big part of it. 

Another part of it was the technical assistance we got from their 
staff. Prom personal experience, my husband, when he passed 
away, and I became manager for the telephone company, of course 
my experience was very limited in anything other than the book- 
keeping part of it. Because of the technical staff that we had, our 
field engineers, and all that have helped us, we were able to go 
ahead and continue like we did, and they really educated me in a 
manner of speaking. 

Also, we have had a set of standards for equipment. We could 
rely on them to be sure that the vendors met these standards. They 
had field trials for things like our subscriber carrier. That was .n 
the sixties. In the seventies it was the fiber optics. The small com- 
panies do not have that inhouse. They have relied on REA's engi- 
neering staff, and their standards to help them with that and to 
provide it 
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I think as time goes on, technologies continue to change, we still 
face those things. And I think that provision of this staff to restafif 
it would be a very important part of the REA program. 

Mr. Wise. Are you still getting those technical services? 

Ms. Goatcher. Sir? 

Mr. Wise. Are you still getting those technical services? 

Ms. Goatcher. We personally haven't taken advantage of them 
in the lasl few years, out the last opportunity that we had we did 
not feel like that it was up to the standard it had been in the early 
days. 

Some of these that have had that experience later could speak 
further on that. 

Mr. Wise. Would anyone else care to comment on that? 

Mr. Welch. Just due to the help that is available from REA, we 
simply choose to use our consulting engineers because we feel it is 
far superior to what is available from REA. 

Mr. Wise. Now, Mr. Welch, have you seen a decline in quality of 
service provided by REA, or has that simply been the way it has 
been? 

Mr. Welch. There has definitely been a decline, probably start- 
ing about 5 or 6 years ago. 

Mr. Sampson. They have had considerable staff reductions, and 
they haven't replaced people and made the areas larger and basi- 
cally made the borrowers more dependent on hired consultants. 

Mr. Wise. Mr. Collins, I am curious. We were hearing from Com- 
missioner Greytok on the ARCO situation. Which side is the USTA 
pulling for in this dispute? 

Mr. Collins. That is a fairly good question. That involved 

Mr. Wise. I noticed a lot of the audience wants to hear the 
answer too. 

Mr. Collins. I am going to dodge it. Actually, it involved two 
major companies, members of the USTA, and it is a matter involv- 
ing the franchise. Small companies are very, very interested in re- 
taining that franchise structure. It proved to be very beneficial in 
developing the telephone services we have had today. 

I don't think the franchise has as much value or protection in it 
in the metropolitan areas, like Washington and Dallas and places 
like that, where it is not—not one telephone company invading the 
other, it's the other entrepreneur coming in and building a fiber 
network or interchange exchange carrier reaching out to the local 
network to big business customers and taking the revenues. I think 
USTA stayed out of the fray because it involved several of our big 
companies. 

Mr. Wise. Well, in the case of the regional Bell operating compa- 
nies, are they interested in providing telecommunications services 
to customers in other service areas? 

Mr. Colons. I can only answer for Bell Atlantic. We have no 
plans to do that. The only reason we would invade another fran- 
chise area or seek to rould be because the facility that we sought 
from probably the local telephone company was not available. Oth- 
erwise, I think we would stay, generally stay with our franchise 
territory. 

Mr. Wise. Has Bell Atlantic ever been in the position of having 
to defend its local franchise rights against another company? 
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Mr. Collins. The only case I am familiar with, and I am not fa- 
miliar with all the details, could be in Virginia where Virginia 
P^wer has indicated they were going into some communications 
business, and I believe they appealed to the local commission. I 
would have to check my facts on it. If I am wrong, I will get back 
to you. * 

Mr. Wise. Also, Mr. Collins, there is a big push to remove the 
modified final judgment service restrictions on the Bell companies. 
I thmk it is safe to say Bell Atlantic supports such a change. 

Mr. Collins. Yes. Aggressively, sir. 

Mr. Wise. My question is, how will rural customers benefit if 
these MFJ restrictions are lifted? 

Mr. Coujn3. I am glad you asked that. I have 1% days of discus- 
sion on that. Let me briaf it by saying I believe we will bring about 
the introduction of a wider variety of information services and new 
technologies. We will provide the incentive for those services to be 
developed faster than they would otherwise be developed, we would 
drive the costs down because the demand would develop faster and 
thereby all of those services would be made available sooner and at 
more affordable prices in rural America. 

In particular, we would certainly like to be a participant in but 
not control all data bases. That would be unreasonable, data bases 
will be available to all segments of the ountry as a matter of the 
communication channel being established to reach there. If we can 
lelp those to develop, the communications facilities the small com- 
panies have will be fully utilized to get the information services 
there locaily 

Mr. Wise. Turning to cable for a minute, Mr. Sampson, I under- 
stand your company will be providing cable TV, is that correct? If 

5 ar n you doing that under the rural exemption? 

Mr. Sampson. We got into the business in one of our telephone 
companies with an exemption still operate that way. I did spend 
many years trying to encourage the REA to amend some of their 
policies so that would have encouraged the telephone companies to 
serve then- own areas because there was a tremendous operational 
sayings, it would have brought cable much quicker. And, unfortu- 
nately, they don t do that and the FCC rule was somewhat restric- 
tive with the size town that could be built by telephone companies 

But we did go on of our own choosing. We did decide to build in 
other areas, and we did come up with like 75 cable TV systems pri- 
marily in the upper midwest. It got to be of such size, we spun it 
off into a separate publicly held company. For the life of me, I 
don t know why other companies didn't do it. They should have 
been able to see it was a golden opportunity. Certainly they should 
have been doing "—when permitted— in their own territories. Any- 
where it is remotely feasible to do it, at the present time, they 
should be doing it. J 

There is very good synergism. Our people are billing the custom- 
? i r V oin ? the maintenance, the customer service, every aspect of 
it. There's very high synergism level. 

Mr. Wise. Are any of the rest of you involved in— are any of the 
rest of you qualifying for the exemption, and are you providing 
cable service? J r s 
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Ms. Goatcker. We have an affiliate which provides cable service 
in three communities that we do not serve telephone service. We 
are now in the process of filing for a waiver for several of our very 
small, of our service areas. We have two or three that are very, 
very small. And at this time we do not feel that it would be eco- 
nomically feasible to try to provide the TV service there. We are m 
hopes that the cross ownership will be lifted and that through re- 
search and development that we can be able to provide telephone 
service to those, I mean TV service to those communities through a 
joint facility. 

If we were able to do that, where right now we only serve maybe 
the city limits, you know, with the cable, we could afford to go out 
and maybe serve the rest of the rural customers. 

Mr. Wise. We are going to hear Mr. Welch first 

Mr. Welch. We qualify for the exemption. The economic studies 
we have done in our area, due to our density, two prescribers per 
route mile, the feasibility of it is out of the question until we can 
use fiber optic technology. Whenever we can use that jointly for 
video and voice network both, certainly it will become feasible at 
that time. 

Mr. Wise. Mr. Collins. 

Mr. Collins. I was going to suggest as part of your "What can 
the FCC do for us", you can encourage them to complete their 
study this year on time, which I believe will show that the cable 
cross ownership rule should be modified. 

Mr. Sampson. Mr. Chairman, I have never suggested anybody 
build cable TV in a rural area of the telephone company in all the 
years I spent trying to convince REA borrowers. It doesn't make 
sense to build the rural area. The idea would be at least we go in 
with cable, and if a technology comes along, they would be there. 

Now what has happened is most cable companies have come in, 
taken the towns, and there is only the rural arer. left, so they have 
kind of missed the boat. Even if they—towns— are as small as 75 or 
100 homes you can cable, there is ways you can do it with the tele- 
phone company doing it. 

Mr. Wise. This is my aside. I think what the cable companies 
need right now is a good dose of competition. It is my hone if I can 
have anything to do with speeding that along, I will. And so I look 
forward to working with you on that. I think I can get pretty much 
agreement from this panel on that subject. 

I have learned a lot, and I think this has been a very neipful 
hearing. Let me just stress what the purpose of this hearing is and 
a couple more we are going to be having, is to lay a foundation for 
where we are with rural telecommunications. I think it is extreme- 
ly important, as Chairman English indicated, what he is doing in 
his subcommittee is working on an overall rural development pill. 

I believe in the area of cable, you are going to see some legisla- 
tion at least beginning to move this year, a lot of issues that are 
before us, the REA in its role, and so in these important areas, I 
want to lay the foundation for where we are and what it is we need 
to be doing. . 

I appreciate your being involved in this. You have also, inciden 
tally, supplied the ground work for a couple of hearings that we 
had not only contemplated, but we will now be looking into. So it 
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has been valuable for many reasons. I want to thank each of you 
for coming and preparing such excellent testimony. 

At this point, I declare this hearing adjourned. 

[Whereupon, at 3:30 p.m., the subcommittee adjourned, to recon- 
vene subject to the call of the Chair.] 
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THURSDAY, OCTOBER 12, 1989 

House of Representatives, 
Government Information, Justice, 

and Agriculture Subcommittee 
of the Committee on Government Operations, 
_ . Washington, DC. 

o J7 o U u mmi T t T tee met, pursuant to notice, at 10:28 a.m., in room 
2247, Rayburn House Office Building, Hon. Robert E, Wise, Jr 
(chairman of the subcommittee) presiding. 

ittfSSS &hM |bert E - Wke - Jr - Glenn Engli8h - A1 

Also present: Audrey Bashkin, professional staff member; Aurora 
Ugg, clerk; and Brian Lockwood, minority professional staff, Com- 
mittee on Government Operations. 

Mr. Wise. This hearing will come to order. 

If it is all right with my colleague, Mr. Schiff, we will dispense 
with opening statements or make them part of the record, and we 
will just begin immediately. 

We are delighted to see such a good panel of our colleagues. 

Basically, what we are doing is looking at rural telecommunica- 
tions issues, particularly what could be done in the upcoming Con- 
gress, dealing with REA and other areas, that could foster ad- 
vanced telecommunications, that can benefit rural America. 

At this time, I would like to call on Congressman Skelton for any 
statement he might wish to make. 

STATEMENT OF HON. IKE SKELTON, A REPRESENTATIVE IN 

CONGRESS FROM THE STATE OF MISSOURI 
Mr Skelton. Thank you, Mr. Chairman. I thank you and the 
members of this committee for the opportunity to be with you this 
morning. * 

As you know I am chairman of the Congressional Rural Caucus, 
and I am also chairman of the Small Business Subcommittee that 
deals with rural development and has that within its jurisdiction 
As a result, I am very interested in the issue we are discussine 
today—telecommunications in rural America. 

Mr. Chairman, looking at the ways to revitalize rural areas I 
can think of very few better ways to start than with communica- 
tions. We all know that nonurban areas need better educational op- 
portunities, better health care deliveiy systems, and the develop- 
ment -f more meaningful and economically viable jobs. 
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Rural America faces higher energy and transportation costs. It 
has a farm economy that has recently had its ups and downs—a 
great deal of downs, as we know—and a ''brain drain" of many of 
its bright young citizens to the more populous areas, and we, frank- 
ly, must seek solutions to these problems. 

However, the best investment this country could make would be 
in modern telecommunications systems for the entire Nation. With 
this investment would come the full use of our Nation's greatest 
resource— its human resource. In this age of rapid information 
output and retrieval, rural America really must not fall further 
behind. 

With use of fiber optics, with use of computers, with use of satel- 
lites, less populated communities can be empowered, through infor- 
mation and education, to assist agriculture, to assist industry, to 
assist students, and even senior citizens and small businesses and 
local governments. 

Information linkage will also assist the average rural citizen, 
putting him or her in contact with economic and social services on 
the various levels of government. One of the problems with deliver- 
ing assistance to rural areas is that, many times, residents either 
do not know about existing government and private assistance or 
they do not have the capacity to connect with those services. 

A more comprehensive telecommunications network in rural 
areas would greatly enhance the health-care delivery, a system 
that is already suffering; rural hospitals, which we all know are 
having a hard time attracting and keeping specialized physicians. 
This will enable them to use the expertise that is readily available 
in the urban and the suburban areas. Medical records and case his- 
tories, for instance, would be only minutes away and retrievable. 

Small schools could take advantage, and those of us that live in 
small towns really understand this. Small schools could take ad- 
vantage of State and university libraries. They could even take ad- 
vantage of the Library of Congress. 

Many schools already take advantage of satellite technology to 
share teachers, but not enough— for example, teaching foreign lan- 
guages and teaching some science courses that they cannot afford 
on their own local payrolls. Computers and better telecommunica- 
tions can make this sort of sharing even more important. 

Rural small businesses could take advantage of better communi- 
cations and technology. Introducing and integrating telex, facsimi- 
le, electronic mail, data processing, and other services in rural 
areas would give these businesses many of the same resources that 
their urban counterparts today take for granted. Computer and in- 
formation technology has moved so rapidly in the last 15 years and 
will probably continue to modernize even quicker in the days 
ahead, that rural areas, Mr. Chairman, must begin to catch up and 
must keep pace with the rest of the world or they are going to find 
themselves literally out in the cold. 

Local leadership is the key to the development of any communi- 
ty. With enhanced communications, local leaders will be able to 
easily obtain knowledge needed to make better decisions for the 
community. Local law enforcement — I think this is already coming 
into being — local enforcement and emergency services would be in 
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touch with other authorities to have better law enforcement and to 
save lives and property. 

Some options to enhance our human resources could include Fed- 
eral collaboration with State and local governments to upgrade the 
pubuc-information infrastructure, as well as basic vocational educa- 
tion. Increased funding for civil research and technology develop- 
ment could be provided. Such a step would be concerned not only 
with manufacturing but also the service industries, which consti- 
tute three-fourths of our Nation's economy today. 

Congress needs to push for a national telecommunications policy 
A clearinghouse must be set up for information about telecom- 
munications technology and establish model programs to libraries, 
schools, universities. Every effort should be made to attract the 
telecommunications industry to fully invest in rural America. 

Once again, I am talking about empowering our Nation's great- 
est resource, its people. 

Mr. Chairman, someone that decides to move to a small to'yn or 
a rural area should have the same opportunity, and the technology 
is there today and it is being developed there today, and the cost is 
not that significant. There is no reason why they cannot have the 
same advantages educationally, business wise, and in other areas, 

a8 J? ey , ave should the y live in Kansas City or St. Louis, MO 
Thank you so much. I appreciate this. 
[The prepared statement of Mr. Skelton follows:] 
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MR. CHAIRMAN, I WANT TO THANK YOU AND THE MEMBERS OF THIS 
COMMITTEE FOR THE OPPORTUNITY TO SPEAK THIS MORNING. AS CHAIRMAN 
OF THE CONGRESSIONAL RURAL CAUCUS AND AS CHAIRMAN OF A SMALL 
BUSINESS SUBCOMMITTEE THAT DEALS WITH RURAL DEVELOPMENT , I HAVE A 
GREAT INTEREST IN THE ISSUE WE ARE HERE TO DISCUSS TODAY, 
TELECOMMUNICATIONS IN RURAL AMERICA. 

WHEN LOOKING AT WAYS TO REVITALIZE RURAL AREAS , I CAN THINK 
OF VERY FEW BETTER WAYS TO START THAN WITH COMMUNICATIONS. WE 
ALL KNOW THAT NON-URBAN AREAS NEED BETTER EDUCATIONAL 
OPPORTUNITIES, BETTER HEALTH CARE DELIVERY SYSTEMS, AKD THE 
DEVELOPMENT OF MORE MEANINGFUL AND ECONOMICALLY VIABLE JOBS. 
RURAL AMERICA FACES HIGHER ENERGY AND TRANSPORTATION COSTS, A 
FARM ECONOMY THAT HAS RECENTLY HAD ITS UPS AND DOWNS, AND A 
"BRAIN DRAIN" OF MANY OF ITS BRIGHT YOUNG CITIZENS T C MORE 
POPULOUS AREAS . WE MUST SEEK SOLUTES TO ALL OF THESE PROBLEMS . 

HOWEVER , THE BEST INVESTMENT THIS COUNTRY COULD MAKE WOULD 
BE IN A MODERN TELECOMMUNICATIONS SYSTEM FOR THE ENTIRE NATION. 
WITH THIS INVESTMENT WOULD COME THE FULL USE OF OUR NATION'S 
GREATEST RESOURCE, ITS HUMAN RESOURCE. IN THIS AGE OF RAPID 
INFORMATION OUTPUT AND RETRIEVAL, RURAL AMERICA MUST NOT FALL 
FURTHER BEHIND. 

WITH THE USE OF FIBER OPTICS, COMPUTERS AND SATELLITES, LESS 
POPULATED COMMUNITIES CAN BE EMPOWERED, THROUGH INFORMATION AND 
EDUCATION, TO ASSIST AGRICULTURE AND INDUSTRY, STUrENTS AND 
SENIOR CITIZENS, SMALL BUSINESSES AND LOCAL GOVERNMENTS. 
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INFORMATION LINKAGE WILL ALSO ASSIST THE AVERAGE RURAL CITIZEN, 
PUTTING THEM IN CONTACT WITH ECONOMIC AND SOCIAL SERVICES ON THE 
FEDERAL , STATE AND LOCAL LEVELS. ONE OF THE PROBLEMS WITH 
DELIVERING ASSISTANCE TO RURAL CITI2ENS IS THAT MANY TIMES 
RESIDENTS EITHER DO NOT KNOW ABOUT EXISTING GOVERNMENT AND 
PRIVATE ASSISTANCE, OR THEY DO NOT HAVE THE CAPACITY TO CONNECT 
WITH THESE SERVICES . 

A MORE COMPREHENSIVE TELECOMMUNICATIONS NETWORK IN RURAL 
AREAS WOULD GREATLY ENHANCE HEALTH CARE DELIVERY , A SYSTEM THAT 
IS ALREADY SUFFERING. RURAL HOSPITALS , WHICH ARE HAVING A HARD 
TIME ATTRACTING AND KEEPING SPECIALIZED PHYSICIANS , WILL BE ABLE 
TO USE THE EXPERTISE THAT IS READILY AVAILABLE IN URBAN AND 
SUBURBAN AREAS. MEDICAL RECORDS AND CASE HISTORIES WOULD BE ONLY 
MINUTES AWAY. 

SMALL SCHOOLS COULD TAKE ADVANTAGE OF STATE AND UNIVERSITY 
LIBRARIES, EVEN THE LIBRARY OF CONGRESS. MANY SCHOOLS ALREADY 
TAKE ADVANTAGE OF SATELLITE TECHNOLOGY TO SHARE TEACHERS , FOR 
EXAMPLE FOREIGN LANGUAGE AND SCIENCE TEACHERS , THAT THEY CANNOT 
AFFORD TO KEEP ON THEIR PAYROLLS. COMPUTERS AND BETTER 
TELECOMMUNICATIONS CAN MAKE THIS SORT OF SHARING EVEN MORF 
IMPORTANT AND VIABLE. 

RURAL SMALL BUSINESSES COULD TAKE ADVANTAGE OF BETTER 
COMMUNICATIONS AND TECHNOLOGY. INTRODUCING AND INTEGRATING 
TELEX, FACSIMILE, ELECTRONIC MAIL, DATA PROCESSING AND OTHER 
SERVICES IN RURAL AREAS WOULD GIVE THESE BUSINESSES MANY OF THE 
SAME RESOURCES THAT THEIR URBAN COUNTERPARTS TAKE FOR GRANTED. 
COMPUTER AND INFORMATION TECHNOLOGY HAS MOVED SO RAPIDLY IN THE 
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LAST FIFTEEN YEARS, AND WILL PROBABLY CONTINUE TO MODERNIZE EVEN 
QUICKER, THAT RURAL AREAS MUST BEGIN TO CATCH UP AND KEEP PACE 
WITH THE REST OF THE BUSINESS WORLD, 

LOCAL LEADERSHIP IS THE KEY TO THE DEVELOPMENT OF ANY 
COMMUNITY. WITH ENHANCED COMMUNICATIONS, LOCAL LEADERS WILL BE 
ABLE TO EASILY OBTAIN THE KNOWLEDGE NEEDED TO MAKE THE BEST 
DECISIONS FOR THEIR COMMUNITY • LOCAL LAW ENFORCEMENT AND 
EMERGENCY SERVICES WOULD BE IN TOUCH WITH OTHER AUTHORITIES TO 
BETTER SAVE LIVHS AND PROPERTY. 

SOME OPTIONS TO ENHANCE OUR HUMAN RESOURCE COULD INCLUDE 
FEDERAL COLLABORATION WITH STATE AND LOCAL GOVERNMENTS TO UPGRADE 
THE PUBLIC INFORMATION INFRASTRUCTURE AS WELL AS BASIC AND 
VOCATIONAL EDUCATION. INCREASED FUNDING FOR CIVILIAN RESEARCH 
AND TECHNOLOGY DEVELOPMENT COULD BE PROVIDED. SUCH A STEP WOULD 
BE CONCERNED NOT ONLY WITH MANUFACTURING BUT ALSO THE SERVICE 
INDUSTRIES, WHICH CONSTITUTE THREE-QUARTERS OF THE NATION'S 
ECONOMY* 

CONGRESS NEEDS TO PUSH FOR A NATIONAL TELECOMMUNICATIONS 
POLICY* A CLEARINGHOUSE MUST BE SET UP FOR INFORMATION ABOUT 
TELECOMMUNICATIONS TECHNOLOGY AND ESTABLISH MODEL PROGRAMS 
THROUGH LIBRARIES, SCHCOLS AND UNIVERSITIES. EVERY EFFORT SHOULD 
BE MADE TO ATTRACT THE TELECOMMUNICATIONS INDUSTRY TO FULLY 
INVEST IN RURAL AMERICA. 

ONCE AGAIN, I AM TALKING ABOUT EMPOWERING OUR NATION 1 S 
GREATEST RESOURCE, ITS PEOPLE. PROVIDING RAPID INFORMATION AND 
EDUCATION TO CITIZENS OF ALL AGES WILL ENABLE THEM TO MAKE THE 
BEST DECISIONS AND CONTRIBUTIONS TO THEIR RURAL COMMUNITY , 
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Mr. Wise. Thank you, Ike, and I know yes. have got a busy sched- 
ule. I just want to thank you for the leadership— as one who also 
comes from a rural area— the leadership you have shown in the 
mral caucus, and I think this may, given the commitment Glenn 
English in the Agriculture Committee and the rural development 
efforts, I think this may be the year we can move some rural devel- 
opment legislation. 

Thank you. 

Mr, Skelton. Thank you. 

Mr. Wise. We had also had a request, because of a time con- 
straint, from Congressman Gunderson. 

Steve, if you wanted to proceed, and then we will go to our regu- 
lar order. 

STATEMENT OF HON. STEVE GUNDERSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 

Mr. Gunderson. Thank you very much, Mr. Chairman, and I 
will be brief. Til ask unanimous consent that my siatement be in- 
serted in the record and I want to share with you just some general 
comments focusing on one of the few areas in rural America in this 
country where telecommunications has already played and is play- 
ing a vital role. 

It was back in 1979 that my home county, Trempealou County, a 
small farm county of approximately 20,000 people began a process 
known as western Wisconsin communications cooperative. It was 
clearly organized under the traditional cooperative movement. It 
was a vehicle which was capitalized through a Kellogg grant and 
obtained subscriptions from various residents throughout the area 
because clearly as we all know, cable television has not been a very 
viable entity in terms of the private sector in rural America. 

So they went out and through the cooperative, sold subscriptions 
to members, farmers, rural people, small town folk alike and they 
began a process of setting up an interacting cable system through- 
out the entire county. It became first and foremost operated 
through the schools, and now we have a central studio located 
through the county courthouse and the system is used primarily 
for education in rural schools where you frankly do not have the 
enrollment, you do not have the students to offer many of the 
classes that our urban counterparts are able to do such as the lan- 
guage courses, some of the specialized vocational courses, et cetera. 

The system works and I considered actually bringing a video 
today to show you how it works in that you have television receiv- 
ing and sending signals in every school. So the teacher can be in 
one school and they can then switch to school No. 1 where the stu- 
dents will be able to ask the teacher questions and then they will 
go on to school No 2. All of this is broadcast so there's a total 
interaction at the same time that this whole operation is undergo- 
ing. 

Now, as I indicated, it started out through capitalization with a 
Kellogg grant. The Farmer's Home Administration then came in 
and provided some early ioan money for the startup of the program 
and then the Rural Electee Administration came in and provided 
some loan money. So, it has been a combination of different gov- 
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eminent agencies through different programs that have been help- 
ful to this particular effort. 

It is successful in education. It is also very successful in public 
access, broadcasting city council, county board, various type of gov- 
ernment information. It is very successful in public access. Frank- 
ly, the senior citizens of my home county have really taken over 
the operation of the cameras and the running of the studio for 
most of this which has another side effect which is obviously a very 
positive one and it has many, many successes. 

I will tell you however though its success has also emphasized 
one of its major problems and I think an area where the govern- 
ment needs to become involved because despite these various loans 
that it s received from the Federal Government, it has been forced 
to focus really on the small towns and villages and one of the most 
emotional and contrary aspects of all of this is that many farmers 
and rural people, myself included, bought subscriptions back in 
1979 and they have never brought this cable out into the rural 
areas because frankly, the cost per mile of setting up this cable 
into the rural areas is no different than the problems we've had 
with rural telephone and rural electric in the past. 

So frankly there are some hard feelings out there in regard to 
that and it's clearly an area where if we are going to help rural 
America in its transition which certainly we are experiencing and I 
would assume most rural areas are, and in a time of an informa- 
tion age bringing that information oa a daily basis to these farm- 
ers, were going to have to find the means in terms of capital, in 
terms of revolving loans, in terms of technical assistance, et cetera, 
to bring that one step further so that it fully is available to the 
rural folk because yes, we have the satellite systems that every- 
body has across rural American but we also have the problems 
with that in that it is not fully utilized in rural areas for all the 
reasons everybody knows about. 

I could go into length about a couple of different programs but 1 
would suggest that as we talk about rural development, we must 
talk first and foremost about the quality of life for all our rural 
citizens. We must talk secondly about the whole concept of educa- 
tion and quality and equal education in rural America to the urban 
areas and third, as we see our farming areas switch into diversified 
economies, you are going to look at an area of training and retrain- 
ing unprecedented in rural America. 

I don't have to tell anybody at this pane! or anybody on this com- 
mittee that frankly, rural folks are not all that confident and will- 
ing to go forward and say, I just don't know and I need to learn 
If we can within the privacy of their own home provide that in 
school education and retraining for them, it is going to be an abso- 
lutely essential tool to economic development. So with that Mr. 
Chairman, I thank you for the opportunity to share with you both 
a success story and a story that has indicated at least to me lessons 
where the Federal Government needs to expand. 
[The prepared statement of the Mr. Gunderson follows:] 
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Good morning. I would like to thank Chairman wise for this 
opportunity to discuss the role and importance of a strong 
telecommunications notvork in rural America. 

I would like to share with you two programs in which education 
in several western Wisconsin 1 s rural school districts is enhanced 
by telecommunications. One of these programs is called "Project 
Circuit" - a local cable cooperative education programmin-j effort. 
Tno other is called the "Wisconsin Rural Reading Improvement 
Project," part of an education laboratory designed by congress to 
research, develop, test and disseminate innovative ideas in education. 

Many of western Wisconsin*** school district? have 
enrollments under 1200 students, which presents a challenge for 
school boards, administrators and teachers to provide the 
education needed for our youngsters to be successful in the 
future. 

For those of us representing rural areas, we know that the 
smaller school districts have l'mited money and resources to 
provide the classes that are needed to keep students competitive 
with those school districts that have the ability to provide the 
curriculum they wish. 



PROJECT CIRCUIT 

Since 1979, the Western Wisconsin Communications Cooperative 
in independence has been running "Project circuit," an education 
program with a partnership of eight small school districts; 
Independence, Osseo-Fairchild, Eleva-Strua, Arcadia, Whitehall, 
Bl air -Taylor, Alma Center, and calesvill«-£ttrick-Trempeal« iu. 
"Project Circuit" is also accessed bv the western Wisconsin 
Technical College in La Crosse. 

«„*^/ Pr ?2w C * Circuit " f* * n interactive cable access education 
system, with the curriculum content controlled by the school 
J ^ ^* • n i^ U9 !? t hy t teachers within the participating school 
districts, with the eight school district forming a cooperative 
^e^Sf^' V C ?? * h * r * cost * of Priding essential 
necessary normally would not find cost effective, yet 

H^nn^J* t0 x* XP K ai ? h0W m **°1«* Circuit" functions. At the 
beginning of each school year, the eight schools meet to determine 
what courses they are not able to provide by itself, but can be 

£?T « an0t ^f eC,100? " A U *t ot co » r *** selected as 
well as the providing school and teacher. These courses are then 
made available to the students before each school semester. This 
year, five courses are being offered through -project circuit" - 
Spanish, French, German, Shorthand, and Computer Digital Logic. 



BEST COPY AVAILABLE 
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Each school haw It* own c%bla channel* lirdc ad by Waatsm 
Wisconsin Communication* Co-op which aach school say accssa by 
simply changing tha channal ** lac tor. 

Whan ona of thaaa "Pro} act Circuit" coursaa ara providad, 
tha taachar vill prssant tha coursa in a dsaignatad taaching 
station, tha instructor vill taach tha class not only to tha 
studants in tha room vlth tham, but ovar tha cabla channal which 
is baing talacast right from tha room* Tha taachar has full 
control of tha casaras to col nc Ida vlth tha taaching matarlala ha 
or aha la pras anting, 

Tha schools on tha othar and only hava to turn tha talavlaion 
on, and tuna into tha appropriata channal, vlth tha participating 
school • s studanta racalvlng lnatructlon via cabla* 

For axampla, Arcadia conducts a Spanish class froa its 
taaching atatlon and is plcfcsd up by Qssao-Falrchild and Alaa 
Cantar school* Catting a thraa for tha prica of ona daal. 

Rathar than having aach school vlth ona Spanish taachar 
taaching f lva studanta, tha schools can shara tha coat of ona 
taachar vho taachaa bafora 20*30 studanta at a tlms* Tha 
bsautlful thing about • Pro j act circuit" ia that tha studanta in 
tha othar schools can lntaract vlth tha taachar ovar tha sama 
cabla ay at am. 

As X mantionad, ■ Pro j act Circuit" vas start ad in 1979 
through loans vlth tha Farsara Rom Administration. Sines than, 
vaatarn Wisconsin Coomunl oat ions Co-op has baan vorking through 
tha Rural Ilactrif ication Admlniatratioa to contlnua providing 
aducation curriculum :o tha alght achool districts* 

How important la talacoaBaunlcatlons for rural Amarica? 
without adaguata facllltlaa and aqulpmant, thaaa alght achool 
districts vould ba taking on tha financial burdan of trying to 
provlda aducation that is ragulrad of our youngatars if thay ara 
to aaat tha high stands rda va kaap trying to upgrada. 

Mot only is tha aducational quality anhancad in thasa alght 
schools through tha cooparativa curriculum, but thasa schools 
alao hava accoss to thair local govarnmants , sarvlca apanclaa , 
and yaa, politicians, through tha Trampaalaau County public accata 
talavlaion* 



WISCONSIN RURAL READING IMPROVEMENT PROJECT 

Tha othar program, tha "Vlaconain Rural Raadlng laprovanant 
Program," la conuuctad in It school districts in vaatarn and 
northam Wisconsin, alght of thaa in my dlatrlct. Zt la a 
prograaalva raading program using tha talscoamunlcat lona rasources 
of aatallitaa, VCRs, covputars, and tolaphonas* 
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Tho program, in its second year, is being conduced by the 
North Central Regional Educational Laboratory to up^rads reading 
instruction in small schools in Wisconsin. 

The project incorporates a television program called 
"Storylords" to teach firct through fourth graders reading and 
thinking skills. The program is based on a fantasy with a 
student named Norbert who has been appointed as an "Assistant 
Story lord" to help save thi planet Mojuste, from Thorzuul. 
Thorzuul is the evil Storylord who wants to rule Mojuste by 
turning all the good citizens into stone tablets. 

The citizens c**n escape the clutches of Thorsuul by solving 
a problem. Student's reading and reasoning skills are challenged 
by this struggle between good and evil through tho instructional 
support o£ the teacher in the classroom. 

Teachers simply record the "Story lords" program that is 
transmitted via satellite on the VCR* in their schools. The 
taped program is worked into the teachers classroom reading 
instruction. 

The program uses a complete range of telecommunications. 
Broadcast television transmits "Storylorda" for schools to tape 
and use on VCR. Narrowcast television and radio helps train 
teachers, computer networking and telephone conferencing calls 
let teachers share problems and curricular ideas with fallow 
teachers r.nd with a reading expert who monitors and reinforces 
their activities. 

As I mentioned , "Storylords" is in its second year. In the 
third year, "Storylord*" will be refined and used in more schools 
in Wisconsin, as well as in schools in Iowa, Michigan, Minnesota, 
and Illinois. 

^ Th * Program ia operated through the North Central Technical 
College, th* university of Wisconsin-Eau Claire, the University 
of Wisconsin-Stevens Point, three Cooperative Educational service 
Agencies, the Wisconsin Department of Public Instruction, and the 
Wisconsin Public Radio and Television Networks. 

As you can see, these two programs allow teachers and school 
to expand their teaching curriculum, and reduce some of the 
financial burden of providing essential courses, but they also 
push these school districts into an innovative and developing 
form of education. 

Access, curriculum enhancement, resource expansion, cost 
efficiency, and teaching development are all valuable 
telecommunication as&its for education in rural America. 



Thank you. 
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Mr. Wise. We greatly appreciate that, particularly the personal 
illustration. At this point, we hear from someone who's no stranger 
to rural communications or cable issues, Congressman Boucher 
from Virginia. Good to have you. 

STATEMENT OF HON. RICK BOUCHER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 

Mr- Boucher. Thank you very much, and I want to begin by 
commending you on holding this hearing today on how to bring 
modern telecommunications into rural areas, and like yourself, I 
represent a rural area. Mine is in the western part of the State of 
Virginia, and I am very much concerned that our region is going to 
be left behind when much of the rest of the country updates its 
telecommunications infrastructure with fiber optic cable or some 
other advanced technologies. 

Without affirmative government action, I am very much con- 
cerned that our country, ultimately, is going to become divided, as 
a Nation, among technological have's and technological have-nots, 
and the rural areas are most likely to be the residence of the have- 
nots. 

Historically, rural economies have thrived because of location- 
specific advantages. They have had minerals or they have had 
crops or timber which were in demand in outside markets. Increas- 
ingly, however, new economic development depends on specialized 
human resources, on information processing, and on telecommuni- 
cations. 

More than 50 percent of all U.S. workers today are currently em- 
ployed in information-sensitive industries, and that proportion is 
growing. Several recent studies indicate that investment in tele- 
communications contributes to economic growth, with the greatest 
benefit accruing to the less-developed areas. 

Just as in the past, when a highway or a waterway or a railroad 
link could boost the fortunes of remote towns, so today modern 
telecommunications service* 3 can bolster and diversify the economic 
base of rural America. 

As we move into the 21st century, our telecommunications infra- 
structure will become the interstate highway of information. Those 
regions that are linked along the system will benefit from in- 
creased economic development opportunities, and areas that are 
not linked are destined to, at best, remain stagnant and probably 
will decline. 

The advent of fiber optic cable will provide a technological cata- 
lyst to information services. These hair- thin wires are capable of 
carrying vast amounts of information, with higher fidelity than 
traditional twisted pairs of copper wire, which is the basic means 
that telephone service is delivered to the homes today, or coaxial 
cable, which is the primary means by which cable television service 
is delivered. 

Already, we are seeing long-distance companies installing fiber 
in their trunk systems, and as fiber costs drop, it is quickly becom- 
ing attractive for installation in n*jw housing developments. Esti- 
mates are that high-density population areas will be fully equipped 
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with fiber optic cable and the services that fiber can provide some- 
time within the course of the next decade. 

Unfortunately, the same thing cannot be said for rural America. 
Left to normal market forces, there could be a gap of anywhere 
from 10 to 20 to 30 years between the installation of fiber in urban 
areas, offering the full services that can be accommodated over a 
fiber network, and the installation of that same kind of fiber net- 
work in rural America, and that is a very enormous gap, which I 
think all of us representing rural areas need to be aware of and 
need to be concerned about. 

That pattern of fiber installation will make our urban and subur- 
ban areas information-rich in comparison with their information- 
poor rural brothers. The impact of that disparity would be felt not 
just in rural America but, in fact, all across the country. 

In the most obvious instance, it will be extremely difficult to mo- 
tivate new businesses to locate in rural regions. More and more 
businesses are defending upon information technology, and if those 
services are available in urban areas and not available in rural 
areas, it is going to be very difficult to convince a company that 
has to depend upon that kind of infrastructure to locate in rural 
America. So, it is a real adversity in terms of economic develop- 
ment. 

A more subtle problem, perhaps, relates to the educational disad- 
vantages that rural areas would have to endure. As nj?w technology 
emerges, the new educational products, such as home-study aids 
will emerge. Those programs will enhance the schools and students 
with access to them and disadvantage those that do not. 

In short, Mr. Chairman, I think that universal equal access to in- 
formation is as important to America in the 21st century as univer- 
sal access to electricity was important to this Nation in the 20th 
century. 

When we were considering universal access to electricity and 
when we were constructing the interstate highway system, we de- 
pended upon the P'ederal Government to provide major financial 
support for the building of that infrastructure, and I am convinced 
that eventually we are going to be calling on Federal resources to 
help build an information infrastructure that is the modern and 
future parallel to that old infrastructure development of decades 
ago. 

Now, we all know that, given the severe constraints on the Fed- 
eral budgeting process presently, that any hope that we will have 
Federal resources applies to that effort in the near term is prob- 
ably unrealistic, and so, I think we have to look for more creative 
avenues. 

As you know, Mr. Chairman, and as vou kindlv mentioned in 
your introduction, I have offered one such alternative. It is H.R. 
2437, the Cable Competition Act, of which I am pleased to say that 
you are an original cosponsor, as is my colleague from Tennessee, 
Mr. Cooper. That legislation has a number of goals. 

It is designed primarily to help lower rates for cable television 
service be injecting competition into a market that is characterized 
only by monopoly today. We think that by offering competition, we 
also :.n provide some viewing options, of which consumers are cur- 
rently deprived, but the legislation also offers one mechanism that 
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could help fund the important public policy goal of ensuring that 
fiber optic cable is deployed in rural areas. 

It will just about cut within half the time within which tele- 
phone companies would ordinarily deploy fiber in the absence of 
the incentive that we are providing and that is the ability to offer a 
video signal. If th *y cannot offer the video signal, then the time 
will be about twice- what would be if they can offer that signal. 

So, we think our legislation is one creative way to accelerate the 
schedule upon which fiber optic is deployed, both in urban and in 
rural areas, and I would commend it to your consideration in that 
light. 

I do not know, Mr. Chairman, that that is the best possible solu- 
tion to the telecommunications problem that I have described, but 
it is the only one that I know of for the present time, and I would 
very much welcome the result of this subcommittee's deliberations, 
as you continue to examine that very important subject, and I 
thank you very much for having me here today. 

Mr. Wise. Thank you, Rick, and I happen to agree with you. In 
fact, I would hope that one goal of any rural telecommunications 
bill that emerges is to have universal information service by the 
year 2000, because otherwise, we are just going to be left increas- 
ingly behind. 

Someone who has been very active, also, in rural issues— and 
Tom, I have been reading the GAO report that you had commis- 
sioned on ending some duplication and overlapping of services in 
rural areas, and when you start leafing through there, it is kind cf 
astounding some of the programs that we do have that overlap 
from different agencies. 

We are privileged to hear today from Representative Tom Cole- 
man. 

STATEMENT OF HON. THOMAS COLEMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 

Mr. Coleman. Thank you, Mr. Chairman, and thank you for the 
invitation to appear today. 

I am delighted to hear all the fine testimony mv colleagues have 
offered. It is nice to find people within the Congress and our House 
here who have the same interest, even though we serve on various 
committees and sometimes do not always get our heads together in 
a forum like this. So, I think it is very good that you are holding 
these hearings today. 

As you mentioned, Glenn English and I are, in fact, coming to- 
gether on a rural development proposal, and we are very optimistic 
that we can present something to the House of Representatives this 
fall and perhaps even have some law later on this year. And much 
more importantly since I have been working on this for a number 
of years, is the need to diversify our rural economy. There is no 
qu9stion about it. 

While agriculture is always going to be extremely important, I 
think, for the future of rural areas to succeed and for small towns 
to be able to continue, we definitely are going to have to diversify 
our economic base. What this is going to require of us is to plug 
into the nationwide economy that exists. In order to do that, we 
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have to capture high technology. We have to use fiber optics. We 
have to use telecommunications systems. We have to use satellites 
and computers. 

No more is rural America isolated. In many cases in the past, 
even the Federal Government has organized itself around regional 
urban centers. That is not necessary today, because people 200 
miles from an urban center can do keypunch, can do computer 
input, et cetera, can take care of these types of administrative ca- 
pabilities. 

So, one of the things that I have mentioned in the past and have 
proposed in legislation is—and I think it might be appropria *s for 
this committee, because you are the Government Operations Com- 
mittee—to consider the location of Federal facilities and how that 
might tie into rural economic development. 

Another important thing— and you mentioned the GAO report 
that I requested: What it showed was that nobody in this Federal 
Government— be it the General Accounting Office, the Office of 
Management and Budget, or any other organization that you might 
think of— really knows how many rural-oriented programs there 
are in this country, and as a result, they are all over the map. The 
jurisdictions vary from department and agency to agency. 

Just at first blush, we found 88 different programs administered 
by 13 different departments, and it is a need for, if nothing eise, a 
smgle-source collection point for information on rural development 
for towns and communities to depend on. But beyond that, we are 
trying to make some sort of rational approach to rural develop- 
ment, so it is not just a scattered, shotgun approach, but targeted 
efforts I think the GAO report indicates that a more efficiently run 
delivery system would save money and provide better services, as 
well. 

I agree that, while we talk roa-ls, bridges, and highways, telecom- 
munications are going to be those pathways of the future, and I 
think it is important for Congress to have an overall approach to 

Another thing I want to mention is the utilization of technology 
transfer centers. I have proposed, in the past, and I am sure others 
would agree, that technology is extremely important in rural areas, 
and I have proposed a program that would offer some grants to 
nonprofit organizations. I would mention land-grant institutions, 
because they are in place, but not limit it to them, to be able to 
come up with a program that would actually apply and utilize the 
technology that exists or might exist and be able to utilize that in 
new market :ng ideas, creation of new products, and new manufac- 
turing techniques in rural areas. That is something I think is a 
exciting part and component of what we, together, might be able to 
do, between our two committees. 

Let me just say, in closing, that education is extremely impor- 
tant. We have seen the lack of information in some rural schools 
We have appi cached that problem on the basis of trying to develop 
with guidance counselors a program which this Congress has adopt- 
ed on a pilot-project basis. And as we are v> '".it to do here, the pilot 
project is my district, but the fact is that we are trying to utilize 
technology by bringing information to our rural schools so that the 
decisionmaking process for young people is facilitated. Young 
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people need to be able to decide what they are going to do with 
their future, career-wise, what to do about a post-secondary institu- 
tion, or a scholarship. How do you apply? How do you take the 
SAT, et cetera, and what schools are out there and what do they 
offer. 

That type of information availability — what we are doing aa a 
pilot project — is, I think, part of what could be tied together in a 
national network. 

So, I commend this subcommittee. Mr. Chairman, thank you. I 
hope that, working together, all of us can come up with something 
to help our rural communities, because without something new, 
they are simply not going to be able to succeed. 

[The prepared statement of Mr. Coleman follows:] 
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STATEMENT OF 
E» THOMAS COLEMAN 
before the 
SUBCOMMITTEE ON GOVERNMENT INFORMATION, 
JUSTICE, AND AGRICULTURE 
COMMITTEE ON GOVERNMENT OPERATIONS 

October 1?, 1989 



Mr. Chairman, l appreciate your invitation to testify before 
the Subcommittee this morning and your interest in the role 
tclocorununications can play in rural economic development. 

As you may know, I have been extremely interested in rural 
development fcr a r.urrXcr of ye<*rs, especially as I saw my own 
area of the midwest, north Missouri, suffer through the farm 
recession ot this: decide. Although the farm economy is on the 
tcLcund, the iuCt is that the impact of American agriculture's 
return to profitability in many areas has not reached beyond the 
farm qate. 

As we on the Aqriculture Committee proceed with a rural 
development Dill aimed at revitalizing rural communities, 
infrastructure needs must be addressed. Ar-d, as we approach tht 

century, it is obvious that adequate communications 
facilities are as vital as good roaas and bridges, and water «nd 
sewer systems. 

C 
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In testimony before the Agriculture committee this summer, 
it was estimated that 66 percent of the American workforce will 
be employed in information services by the turn of the century. 
We must prepare now for rural America to take part in this 
information age. 

This morning I would like to draw your attention to two 
pieces of legislation I introduced earlier this year that should 
be part of our rural development telecommunications provisions: 
H.R. 2412, the Rural Development Data Base Act of 1909 and H. 
Con* Res* 126, a resolution urging the President to revoke an 
executive order of the last decade. 

The General Accounting Office at my request issued a report 
early this year that examined federal programs and activities 
that serve rural communities. The GAD identified 88 rural 
development programs currently overseen by 13 federal 
departments, commissions and agencies. This report clearly 
illustrated the nec-d for a single collection point for tracking 
and coordinating federal rural development efforts. 

H.R. 2412 jould provide for a single-source compilation and 
public dissemination of details on federal, as well as state and 
local, rural development programs. The development and 
maintenance of this data base will ensure the availability of 
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nacassary information to foraulate clear and sound rural 
development policy. And, Mr. Chairman, with modern 
telecommunications systems available to rural Americans, it also 
would »ean this data base would be accessible to community and 
rural development leaders throughout the country. 

House Concurrent Resolution 126 also could mean jobr. for 
rural Americans in places where an up-to-date communications 
infrastructure is in place, m 1978. President carter signed 
Executive Order 12072 that required all federal facilities to the 
extent possible to be located in centralized business centers of 
urban areas. This contravened the Rural Development Act of 1972 
that requires USDA facilities to be located in rural areas to the 
extent possible. 1 think it is time USDA'S rural development 
mission include rural Americans and locating USDA facilities in 
rural areas would be one place to start. 

As you know. Mr. Chairman, a word of caution about 
telecommunications legislation was brought out at our own rural 
development hearings, and 1 want to emphasize it for the record: 
We must not encourage bypass of the telephone network already in 
Place in rural America. We must encourage subscribers to stay on 
the system that has been built through the hardwork and 
initiative of our small, rural private and cooperative phone 
companies. 




198 



-4- 

Once again, Jtr* Chairman, I appreciate your ti»© and your 
interest and look forward to working with you in any way I can. 
Thank you. 
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Mr. Wise. Thank you, Tom. 

As I say, we look forward to work with you on this telecommuni- 
cations issue. 

Congressman Cooper, I just might like to point out, as a 100 per- 
cent record in front of this subcommittee. The last time he ap- 
peared, he brought warnings of the increasing problems with AOS 
operations. It was what, 2 weeks ago, that you passed your bill on 
the floor. That is why I am so optimistic, Jim, and why we wanted 
to get you here so much, because w knew that if you came and 
testified, we could mjve a rural telecommunications bill. So, it is 
good to have you here. 

STATEMENT OF HON. JIM COOPER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TENNESSEE 

Mr. Cooper. I thank the Chair and I appreciate your help with 
H.R. 971, which has already passed the House, as vou pointed out, 
and as soon as our colleagues in the Senate see fit to pass it, it will 
begin helping people all over America, both in rural and urban 
areas who are subjected to price gouging by some unscrupulous al- 
ternative operator service providers. 

Mr. Chairman, I feel that the bottom line of today s hearing is 
tb's. Our goal is try to make distance completely irrelevant. Thaw is 
the promise of the information age and the technological future 
but there are many obstacles in our path. I feel that we need to do 
all that we can both to remove those obstacles and where appropri- 
ate impose reasonable subsidies to make sure that such technol- 
ogies as satellite technology, optic fiber, and digital switching are 
in place as quickly as possible, not just in our urban areas but all 
over America. 

As several of my colleagues have pointed out, the only reason 
today and let me repeat the only reason today run J America has 
so-called universal telephone service or universal electricity is due 
to affirmative Federal Government policies that mandated that 
this would be the case. The private market left lo its own devices 
would stiH not serve much of America and even with a mandate 
from the Federal Government we still have some shortages where- 
as the national universal coverage rate for telephones is something 
like 93 or 95 percent, in my district it's s'.ill only like Y7>, HI per- 
cent, double the national average and that is w hen v,e have had an 
affirmative Federal policy in place, so we are going to haw to real- 
ize that this is a tough issue to tackle but it is nonetheless a very- 
worthwhile one. 

Let me point out a couple of general guidelines or perceptions 
that I have about the overall topic. 

First of all, we need to realize that when we are talking about 
telecommunication services, it is hard to realize that TV broadcast- 
ers, radio disc jockeys, telephone operators, the handshake signal 
from a mainframe computer are all in the same business, as is 
your burglar alarm, as is your— all manner of devices, perhaps 
even your toaster one day is going to be hooked up to the telecom 
munications system when you have an intelligent home 
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We are used today of thinking of these as separate industries 
when really they are just fragments of one larger machine that has 
yet to be sold or marketed. 

Another perception is this. We need to define in our own minds 
what is good enough for rural America, because too often we have 
taken second place really just due to our own assumptions. Let me 
give you some illustrations. 

For most of us most of the time we have settled for leftovers 
from the table of urban America and that's been good enough for 
us— for example, receiving weak broadcast television signals* For 
most of my life I grew up thinking that snow was commonplace on 
television even in the summertime because I lived 50 miles from 
the nearest broadcast antenna. 

In some cases we have been able to do a little bit better. The 
advent of rural cable at least in the early days helped us. Since de- 
regulation of cable, however, no new systems have been installed in 
my district and all we have seen are the prices go up and service 
go down, but in some cases we benefited from warm leftovers— for 
example, cellular telephones. Now at long last the Federal Commu- 
nications Commission has seen fit to hold the lottery so that it will 
be permissible for people to bid on cellular franchises in our area. 
In this case the private market might have been ahead of govern- 
ment action if we had allowed the private market to act but so 
often in industrial recruitment their cellular telephone stops w ork- 
ing before they get to my district. That discourages them from ven- 
turing outside the range of their normal communications device. 

In some areas of telecommunications we have done better than 
leftovers or even warm leftovers. In some areas we have had virtu- 
ally equal and simultaneous service, for example, fax machines or 
1-800 numbers have allowed rural marketers i id rural informa- 
tion service providers to compete more or less equally because we 
had universal telephone service already in place and these- were 
just improvements on the existing telephone service. 

There have been some cases for the more ambitious rural citi- 
zens where we have done even better than our urban counterparts 
and we shouldn't forget these as examples because sometimes we 
haven't just settled for leftovers, we have eaten first, and some- 
times we have eaten a little bit better than our urban counter- 
parts. 

A good example of eating first would be the satellite dish phe- 
nomenon. So many urban zoning restrictions and building restric- 
tions made it impossible to put a dish on your roof* whereas our 
farmers and even some of the manufacturer home owners in my 
district h~ve had dishes in their yards and have benefited tremen- 
dously from the improved access to programming they have been 
able to receive. 

A good example of eating better would be the example of the 
cross subsidy that rural telephone operators have benefited from bo 
many years because we have had a cost advantage in enjoying our 
rural telephone service. 

Too many of our discussions avoid making these policy assump- 
tions explicit. I would urge us in our consideration to make it clear 
whether we are going to settle for leftovers or whether we want 
equal treatment or whether in a few cases better treatment might 
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be technologically appropriate, aa with the satellite dish case, be- 
cause it is easier and cheaper to deliver that signal to us than it is 
through another means. 

There are several other areas we need to discuss. We are still 
working on improving the FCC's attitude towards rural issues. Too 
long they have given us lip service but littie else and it is devastat- 
ing for us if that Commission has a rural bias. 

Mr. Chairman, to return to the bottom line, our goal is to make 
distance irrelevant. Our goal is to make there no handicap, no dis- 
advantage at living in a rural area. That is the promise of this 
technology. We need to make sure that that promise comes alive. 

For example, today satellite dish owners could be thr> first Amer- 
icans positioned to receive high definition television signals and yet 
there are a thousand obstacles in their path. Technology is not an 
obstacle. The satellite is not an obstacle. The programming doesn't 
seem to be an obstacle but our own bureaucratic inertia and the 
vested interests of other broadcast means seem to be huge obsta- 
cles. 

Finally, Mr. Chairman, I would like to propose that \vc organize 
either separately or in conjunction with the House rural groups a 
separate rural telecommunications task force really modelled very 
much along the lines of the rural health care caucus that has al 
ready been so effective in protecting rural hospitals, so that we can 
explore a lot of these issues and achieve some real response. 

I applaud you for holding this hearing and I look forward to con- 
tinuing a thousand percent batting average. 

Thank you. 

[The prepared statement of Mr. Cooper follows:) 
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STATEMENT OF CONGRESSMAN JIM COOPER 
HEARINGS BEFORE THE 
GOVERNMENT OPERATIONS COMMITTEE 
SUBCOMMITTEE ON INFORMATION, JUSTICE AND AGRICULTURE 
OCTOBER 12, 1980 



Mr ♦Chairman, I am very grateful to you for giving me this 
opportunity to testify on rural economic development and 
telecommunications. This is a topic that you and I have 
discussed before, and I share your keen interest in the great 
potential for economic growth that advancements in 
telecommunications offer to rural America ♦ 

I know what the bottom li ne of this topic is: that the new 
age of telecommunications should make distance irrelevant. No 
longer will it matter hov close your home i« to yo^r office. No 
longer will it be important to live in the city. No longer will 
rural folks miss out on business opportunities, good television 
and movies. And no longer will we have distance as an obstacle 
to our economic expansion in rural America, No longer, that is, 
if we can foster responsible federal policies to promote fiber 
optic cable, digital switch deployment and satellite transmission 
in rural America. 

Our challenge is discovering the best federal policies to 
push, and to plan how to achieve them. Before we get to that 
discussion, I'd like to describe very briefly how I see the 
current status of rural telecommunications and how we got where 
we are today. For most of the history of telecommunications in 
this country, rural folks have been playing *catch-up ball," It 
has taken a firm federal policy to ensure that everyone in this 
country could use the telephone or watch television. Rural 
America simply didn't have the population density to support the 
cost of telephone service, so REA funding and a policy of 
universal ^rvica finally linked us to the network. The job 
still isr 'one. While the national telephone penetration is in 
the range >3%, in my congressional district it is more like 
8S%. And —:al America still doesn't have cellular telephone 
service, at least my district doesn't. 

On the television side, we've never fully "caught up." 
Broadcasting has never served our interests completely, due to 
distar to limitations and mountains, l*ra probably the only member 
of the House Telecommunications subcommittee without a single 
television broadcaster as a constituent. My district is served 
by stations in Nashville, Knoxville, Chattanooga, Bristol and 
Huntsville, Alabama. Most of my district can get three 
television broadcast signals — though they are often snowy. A 



203 



few small towns in ray district are served by cable televise 

^r^Ta.-ssjau.rs a*- birr r E . 

that they coulo. gat good television access. But lack of e-oner 

IfSSLKi 6 ? enablad mon °P ol y cable television programmers 

to hamper thexr access to many programs. v-am^ers 

nrorr.Li 0 .^ ^ tnis situation, and on one level z*a Droud of th« 
progress we have made. On the other, I see how far behind we 

l i ln olS Vf f fV Strated that We can>t ahead faster. 

coTleaaues It t-h« 1 i eague ? like Chairman, and my 

colleagues at the witness table see the importance of 

AtltlT Un lTiZ n * f ° r c-no ffl ic F h"fth a or f rur,l 
in the dust if I! 3 I . arS ha PP enin< ? * ve O- day that could leave us 
in the dust if we don-t aggressively pursue sound federal 
telecommunications policy. e 

How should we approach the problem of ccpinq with the nnin 
changes i„ telecommunications that are already occurring and at 
the same time create new potential for future growth? 

The first step is to realise that when we trv to r™ s uich 
and shape the availability of these services w ^r no P L , 

It is hIr5 X ^ y », 0 f i di " e 5' nt induafc ries, but the sale industry . 
It is hard to believe that tv broadcasters, radio disc illkll^ 

compuJer a arran°rn't a 2 d ^ handsha ** Sto'SSff ' 

computer are all in the same line of work, but thev are Your 

corner radl °;, V T r tal *P h °"*- y^r burglar alarm! and your 
?he P nrovi a er, a H 1 ™*°*nt S ot a future telecommunications device 
be ?u-r « t h °Z* mach ina* are also competitors, or should 

T y ° Ur bank ' sav i n< ? 3 and loan, credit union insurer 
dialer ' and Pa rS a ^ P * wn ahop ' financa companj ' au ?o ' 

of finanSui ™ 9- h ° US * a ™ a11 CM1 Patitor S in toe provision 

•Ln^ itl ser y ices - w *'re goin-J to have to make it in the 
economic interest of the competitors to serve our ams .nd th^ 

Abetter Sd ^tl^T^ P ° UCy aaka " for °aca^ We must'So' 
comoeMtorS ^nf ^*U° b in ° ur P^ify-making to deal with these 
comn^Ih^-Lf telecommunications issues in general in a 

? ? Way - ° ne fflajc,r axaB P 1 « *■ the need to address 

3ft ; n : 1 restrict?onr^ iP h i8 ? U r Withln «"» dabat * whether to 
iirt cne restrictions of the Judge Greene's Modified vimi 

Judgment from th. local Bell Operating Companies 

a^?!S t -??K 0f 5 h * S ! P Qli ci«« i« critical to ih. overall goal of 
getting -fiber to the home- in rural America. 9 

fal . 0nca wa realize the impact and interconnactadness of the 
telecommunications world, a good second step is to define what we 
revolution 00 *^ 1 to the telecommunication, * 6 

,T ^ . For Son * P e °P le « this means getting leftovers from 
the table of urban consumers, much as we used to receive weak ?v 
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signals in rural areas from nearby cities before wa had cable 
For others, w*rm leftovers is tha goal. Just as they are content 

fri!nd« 1Va s . rUr ^ c * llular »*r ic * • f * w y«« 8 -fta/tnalr urban 
ll !v ! " f aor * *abitioua, a seat at tha tabla ia demanded 
» rural areas can receive aqual and simultaneous aarvica. 
!??^ neS * n V 30 ° nuab-rs com * to For tha »or« 

^ ™w V tl • pr "f orence for rural residents is demanded. 
Not only do these people want a seat at tha table, they want to 

tnl lilV^l *! J i ? aS v b * tt9r - A 9 ood «xample of eating first t 3 
%Li£ ii + dis ^ P h>snoIS « non - mating better is like the cross- 
£h£»~ ^ r*r aX * alaphone <=«*toaers enjoyed before access 
charges went into effect. 

Too many discussions of rural telecommunications policy 
avoid making these goals explicit. The usual tacit assumption is 
that rural customers get leftovers because the areas- with hiaher 
population densities are served first. This is basically tSf!L 
economies of scale argument, and it mav not be apt when satellite 
h °L B C T Ve technologies are involved'. 0R like when cSpp^r wire 

Inv f «2 f transponder »i«"al. Obviously, my preference in 
any a broad, comprehensive telecommunication* policy to ensure 
that rural America is at least sitting at the tablet It win 
certainly be in our interest to create political obstacles fo- 
those who would have us eat crumbs. 

nautrfl** ^T!! *V%r*^ i2 * th * t telecommunications is probably 

laaat f n th * lon * run ' to different parts of a rich 
tZttlt ria " 2aa na tion like ours. Like the interstate highway 
system it's no Dig deal to be on an interstate one everyone is 
close to one. And there appears to be no preferred lu ation on a 
telecommunication, network, .ince electron, do wt^ " 

^ there can be great inequities during the 

time that the telecommunications system ia being installed You 

But Lctini^ £ * ° n ™ •Wtronic high£y\ 

. 2* " of fibar °P tie "nufactura and installation 
would seea to accelerate the availability of advanced 
communications to the latecomers. Highway coats increased not 
Sv, r n^ ; u OVt ? iM : ^ve heralded tSScoamunlcalSna 

of un2^« y * a ^ in9 - that ~ nv P* 0 * 1 * * nd ^ Qh » "ill -ova to the 
country once they don't have to stay in the city. 

But telecommunications is a two-way street, and j^bs can 
rlinf^h'.^ cit :"- 9"«»e i« that telecommunication, will 
reinforce the move to the suburbs because so mamy people like a 

eeeTt^S: STST ^ »«* Ufa - *>• rJl^nnlr would 

the beautiful, low-cost, crime-free, temperate, 
exist cultural areas of the world, if any » U ch places 

r-anrTl i< telecommunications likely to be neutral in 

In^rltr i 00 *^ 0 "' At i» distressingly neutral in regard to 
22 * because you can call China long-distance doesn't 

aean that yru have anything worthwhile to say. The old phrase 
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that a lie car iet half-way around the world before truth can get 
its boots on may be truer than ever* And the abuse of 
telecommunications can take commercial form* Junk mail has grown 
up into junk phone calls and junk faxes. 

Step four is to realize our options and limitation for 
restructuring the telecommunications business . Tha breakup of 
AT&T was in response to one of the most popular, and one of the 
least understood, laws ever passed by Congress, the anti-trust 
laws* The breakup itself has been extremely controversial and 
unpopular. Now the fragments of AT&T, the Bell Operating 
Companies, want to broaden their powers beyond what the judge in 
the breakup case has allowed them. The Bells have asked 
permission to do everything except buy up their small, rural 
independent neighbors. Arguments about competition, monopoly, 
enhanced services, jurisdiction, and deep pockets have been made, 
not so much because anyone really knows whether they are right, 
but because it it convenient to make the argument. 

Another important limitation has been focusing the Federal 
Communications Commission's attention on the concerns of rural 
folks, whether it be in their efforts to set up a new system of 
regulation on monopoly telephone companies or in their policies 
relating to satellite dish owners. Unfortunately, too much of 
the time the FCC takes rural issues lightly, so I have worked 
with ay colleagues on the Telecommunications Subcommittee to get 
the Commission to give more weight to rural concerns. The FCC is 
the worst possible place to have an urban bias. 

Mr. Chairman, to get to ay bottom line again. Our challenge 
is to advance legislation to promote rural economic development 
through telecommunications. Let's be ready to justify the 
subsidies required and not be bashful about their importance. 
Let's shore up and update our historic policies that 
telecommunications eervices should be universally available at 
affordable prices. Let's stand united against any efforts to 
neutralize or minimise advantages, euch as satellite dish 
penetration, that may have evolved. (Satellite aish owners 
could be the first Americans positioned to receive high 
definition television, and federal policies shouldn't hold them 
back*) 

Finally, I'd like to propose that we organise our forces 
into a Rural Telecommunications Taskforce to speak with one 
forceful voice on these issues and to undergird legislative 
proposals for a new rural telecommunications policy. 

I applaud you for focusing our attention more closely on the 
issues of rural development, and I'd be delighted to answer any 

questions you might have. 
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Mr. Wi3E. Thank you and I think that's an excellent idea. Sign 
me up for the task force. 

I would just like to note I agree with everything you say. You 
put things in perspective, particularly about leftovers and then 
eating fim. I'd just observe that some of my neighbors have satel- 
lite dishes. They may have been eating first, but someone came in 
and jerked the plate away real quickly on them. 

Mr. Cooper. Good point. 

Mr. Wise. We are joined also by Chairman English, former chair- 
man of this subcommittee and now chairman of the subcommittee 
that is going to have ultimate legislative jurisdiction over rural de- 
velopment, particularly of this aspect that we are considering 
today. 

Glenn, good to have you here. 

If we could, before we vote, the last witness is someone that I 
think can be very, very helpful not only as the newest member of 
this subcommittee but also as someone who has worked with REA 
in the State of Wyoming in his previous life, Representative Craig 
Thomas. 

Craig. 

Let me just say we will be breaking up to vote. If you choose to 
come back, I would glad to get into some discussion. If not, we 
understand, and we will move to the next panels. 

Thank you very much for coming, Craig. 

Mr. Thomas. Would you like to go ahead now, Mr. Chairman? 

Mr. Wise. Well, were you coming back, Craig? 

Mr. Thomas. Yes, sir, I will come back. 

Mr. Wise. If you were going to come back anyhow, what v/e could 
do is just convene you and anyone else who comes back. 
Mr. Thomas. 1 would feel more important that way. 
Mr. Wise. OK. 
[Recess taken.] 

Mr. Wise. The subcommittee hearing will come back into session. 

Due to his expertise and being a member of the subcommittee, 
we have convened a special panel for the Representative from Wyo- 
ming, whom we are privileged to have join us, Craig Thomas. 

Craig, welcome. 

STATEMENT OF HON* CRAIG THOMAS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WYOMING 

Mr. Thomas. Thank you very much, Mr. Chairman. 
There is disadvantage to this. We have built up this great antici- 
pation. 

In any event, I do thank you very much for the opportunity to 
discuss this issue, and I look forward to dealing with it as a 
member of the Committee. 

Wyoming, of course, is a very rural area: In fact, almost all of 
Wyoming would be considered rural by most criteria. We also have 
very long distances, which adds to the problem, and low density. As 
you mentioned, I was manager of the Rural Electric Association 
and, also, manager of the Wyoming Rural Telecommunications 
Program, which we began a couple of years ago. I think our density 
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in Wyoming for electric was about 5 per re fie. so it is really very 
low. 

Economic development, of course, in its broad sense, io very im- 
portant to us. Our economy was largely related to the oil business, 
and since the first of the 1980's, we have been involved in general 
rural economic development, some of which has been successful. 
Other efforts have been less successful. So, communications, obvi- 
ously, is a very important part of that, and even though I am inter- 
ested in the broad aspect, Mr. Chairman, it is my understanding 
that your particular interest will be in the telecommunications, so 
I will comment only on that. 

The first proposition— and these are general, certainly— first 
proposition is that it seems to me we should set a goal and that the 
real issue before the government, in most cases, is to set an envi- 
ronment in which the private sector can function. After all, our ex- 
perience has been and our success in this country has been, gener- 
ally, through the efforts of the private sector, and in that, I in- 
clude, the rural electrics and the rural telephone cooperatives, as 
well. 

There is a need. Telecommunications, I think, in structure, is 
much like a utility, and indeed, may be a utility. It is often a func- 
tion of revenue, and the efforts are placed, generally, where the 
revenues, the likely revenues, the potential revenues will be. Even 
though I generally favor deregulation, in a rural area like ours, we 
normally suffer. Deregulation causes resources to move the high 
revenues. 

The information business, of course, is one that we are seeking, 
as is true in most rural areas, to diversify our economy, and we 
need the communications to do that, as well as the services, the 
medical, the educational, and the commercial areas. 

Generally, it seems to me, that in a rural area, we are going to 
have a better opportunity and more likely to have investment in 
these kinds of facilities if it is going to be done through the existing 
telephone companies, and I am happy to say that in Wyoming, 
there has been substantial investment. There has been substantial 
investment in upgrading the communications system. I am pleased 
that the telephone companies, generally, U.S. West, has chosen to 
put the investment in in anticipation of some increase in the econo- 
my, as opposed to taking the other view, which would say when- 
ever the economy increases, we will put in the money. So, they 
have put in substantial dollars and anticipate putting in additional 
substantial dollars. 

There are needs in which they are dealing for educational im- 
provements, fiber optics, medical, hearing-impaired, general infor- 
mation, and it seems to me, specifically, that there may have to be 
some changes made in the MFJ that limit the telephone compa- 
nies, and I would suggest that one of the areas that we need to look 
at is making some changes in that MFJ. I am not suggesting that 
all of them need to be made, such as the manufacturing, but there 
are some that I think need to be made, and there will be greater 
opportunity to have those kinds of investments, I think, if those 
companies, where they have capital, can get hold of capital are 
able to do that. 
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The independent companies we have — those rural electric fi- 
nanced independent companies, as well, and they have done an ex- 
cellent job, in Wyoming. 

In the satellite area— I have been involved in the satellite area. 
It seems to be one that, at least in the immediate future, holds best 
promise. 

Cable TV, I am sure, has certain limitations, they way it is now 
structured. You simply cannot build facilities into an area where 
you do not have enough density to return the revenues, and I must 
tell you that I do not think that there is anything much that the 
government can do about that if you are going to do it in the pri- 
vate sector and you need a return on your dough. 

So, we have, I t'unk, seen the satellite industry strengthen over 
the last couple of yeais. When I first got involved, at least in our 
area, there was some iack of service. There was some lack of de- 
pendability on the part of service people. I think "hat has substan- 
tially changed. There needs, of course, to be common equipment so 
that the purchaser is able to use his equipment for some time, and 
dependable service. 

The fact is, in my experience, that most rural people, at this 
time, are interested in entertainment. That is the kind of TV they 
want. There are many other things you can do with it— security, 
bookkeeping, banking, whatever — that is very likely, but in my ex- 
perience, most people are not willing to pay for that, and what 
they really want is entertainment. 

The problem we have had is being able to have third-party pro- 
grammers get into the field and be able to offer entertainment at a 
price that is consistent and somewhere at least competitive with 
cable TV. We paid considerably more for the same programs to put 
into — there are cable systems in Wyoming that have 100 subscrib- 
ers. We had several thousand, but we paid quite more for the same 
programming than the cables did, and much of it, of course, is be- 
cause the cable systems, are in the programming business, and that 
is an area that you have looked at, I know, Mr. Chairman, and we 
need to continue to do that. 

I think the rural electrics have done an excellent job in terms of 
trying to bring the satellite television to rural areas. The rural 
electric cooperatives were the ones that actually did the work. 

We did a substantial amount with education, as well, providing 
some satellite equipment for rural schools. That is relatively easy. 
Having a curriculum that is available to use is something else. 
That needs to be available, of course, to fit into the rural schools. 

University of Wyoming— we only have one 4-year university in 
our State, in a State with 100,000 square miles, so you can imagine 
that doing extension work from the university is very important to 
us. Flying professors about is expensive, and so, there are some 
real opportunities right in our State to provide for the university to 
be able to expand there. 

It seems to me, as we move about it, we do not need any more 
additional departments. We do not need additional bureaucracy. 
What we do need is coordination among the agencies that are in 
the field. 

Chairman English was telling me about the amount of money 
that has been available, resources available in rural development, 
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which is extensive, if we can bring that to bear and to focus a little 
more directly on what we think the problems are. 

We tend, I believe, in economic development, to talk largely in 
cliches. We talk about economic development, but we really need to 
single down to some specific things that we can zero in on. 

So, I hope that, perhaps, some reorganization of the agencies in- 
volved might be helpful. I think the rural electrics can be a very 
useful tool. They are in the country, for the most part. They have 
involvement of local people. However, if we are going to use utili- 
ties to be a prime mover in the area of rural development, we have 
to also consider, those areas that are not served by rural electrics 
and that are, in fact, served by investor-owned utilities. 

I guess I would have to say that I am not quite as pessimistic as 
some of the others on the panel. I think we nave made some sub- 
stantial progress in Wyoming in the rural areas. We need to do 
more, but we do have a sound telephone system. We do have satel- 
lite services there for people who want to buy into that, and we 
have a good base, I think, upon which to grow. 

So, I am pleased, Mr. Chairman, that you are undertaking this 
effort of rural telecommunications, and I would like to assist in any 
way that 1 can. 

Mr. Wise. 1 appreciate very much your involvement. As I say, 
having your background on the subcommittee, I think, can be very, 
very helpful. 

Let me turn and see whether Glenn has any questions or 
thoughts. 

Mr. English. No, I do not. 

Mr. Wise. On that point then we very much appreciate your tes- 
timony, Craig, and would invite you, since you are a member of the 
subcommittee also— actually, if you would like to come up here and 
ask yourself any questions 

[Laughter.] 

Mr. Wise [continuing]. You are welcome to do that. 
Mr. Thomas. Thank you. 

Mr. Wise. At this time I would like to call the second panel. We 
are delighted to have with us today from the U.S. Department of 
Agriculture the Honorable Jonathan Kislak, the Deputy Under 
Secretary for Small Community and Rural Development; the Hon- 
orable Jack Van Mark, Acting Administrator for the Rural Electri- 
fication Administration; and the Honorable Neal Sox Johnson, 
Acting Administrator of the Farmers Home Administration and it 
is my understand you will be joined by others. 

Please take your places at the table. 

As the panel is seated, I want to express my appreciation for 
your coming and let me just explain a little further than in August 
the Senate passed Senate bill 1036, which is a broad rural develop- 
ment package and in it there are certain aspects concerning rural 
telecommunications. 

The Agriculture Subcommittee on Conservation, Credit, and 
Rural Development, chaired by my colleague on the left, Glenn 
English, is formulating a bill of similar scope for the House. Glenn 
has kindly consented to have this subcommittee work with him in 
drafting the telecommunications portion of that legislation, so we 
are trying to work together. Just as we are trying to end duplica- 
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tion in some areas of rural America, so we are in rural develop- 
ment in authorizing legislation. 

That is why it is important to continue the examination of the 
best ways to make the new telecommunications technologies avail- 
able throughout the country. 

To help the subcommittee sharpen their perspective, we've asked 
you gentlemen to come before us to give us your views. I'd particu- 
larly appreciate your reactions— and incidentally your statements, 
your written statements, will be made a part of'the record so they 
are already in there and you may feel free to summarize, but I'd 
also appreciate your reactions to Senate bill 1036, particularly 
those provisions dealing with rural telecommunications. It seems to 
broaden the RE A. 

I have some questions at the end of your testimony dealing with 
the extent to which perhaps we ought to be looking at other as- 
pects, other agencies of the USDA, the role that Farmers Home 
might play for instance, the role that others might play in the 
rural telecommunications area, so we welcome your testimony and 
look forward to hearing from you. 

As I say, if you have other officials that you want to be included 
in this, please feel free to pull your chairs up to the table. I am a 
big believer that you just bring everybody under the tent and put 
them around a table and let them talk. 

Also we have a practice in this subcommittee that in order to 
prejudice no witnesses who may appear before the committee at 
any time either now or in the future that we swear in all wit- 
nesses. 

Do you have any objections to that? 
[No response.] 

Mr. Wise. If you'd stand, anyone who may he participating, if 
. ou would stand and raise your right hand. 
[Witnesses sworn ] 

Mr. Wise. Mr Kislak, would you like to start as Deputy Under 
Secretary? 

STATEMENT OF JONATHAN I. KISLAK, DEPUTY UNDER SECRE- 
TARY. SMALL COMMUNITY AND RURAL DEVELOPMENT, AC- 
COMPANIED BY JACK VAN MARK, ACTING ADMINISTRATOR, 
RURAL ELECTRIFICATION ADMINISTRATION; AND NEAL SOJ' 
JOHNSON. ACTING ADMINISTRATOR, FARMERS HOME ADMINIS- 
TRATION 

Mr. Kislak Yes, sir, Mr. Chairman. Thank you for this opportu- 
nity to address you and the members of the subcommittee. I am 
pleased to be here today to discuss the Department of Agriculture 
telecommunication programs. 

With me this morning are Jack Van Mark, the Acting Adminis- 
trator of Rural Electrification Administration and Sox Johnson, 
the Acting Administrator of the Farmers Home Administiation. 

First, I would like to dispel any notion that the Nation's rural 
telecommunication system is either nonexistent or antiquated and 
in need of major renovation. In many important respects the Na- 
tion's rural telephone system is more state-of-the-art than the na- 
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tional system as a whole. This is due in large measure to the suc- 
cess of the Rural Electrification Administration. 

The RE A has been making loans to rural telephone companies 
since 1950 and continues today to make direct loans as well as 
loans through the Rural Telephone Bank for the establishment, op- 
eration expansion, and maintenance of much of the Nation's rural 
telephone system. 

Consider the following figures. Today 96 percent of the Nation's 
rural residents have reliable telephone service. Many of these rural 
areas are served with modern digital technology. REA has financed 
j nearly 5,000 host and remote telephone switches nationwide and in 

many areas the rural telephone companies are well ahead of na- 
tional providers in the installation and use of modern technology. 

Through December 1988, the REA had loaned over $140 million 
to install 4,200 miles of fiber optic cable and related terminal 
equipment. In 1989 alone loans totalling more than $21 million for 
an additional 1,175 miles of fiber optic cable and related facilities 
were approved. 

In other activities the REA has made loans to rural telephone 
companies, specifically to provide fiber optic facilities for educa- 
tional television systems for rural schools. In 1989 eight loans total- 
ling $2.5 million were made in Kansas, Oklahoma, Minnesota, and 
Pennsylvania to install this advanced technology, two-way interac- 
tive, real time, digital video learning systems. 

REA also makes loans for mobile communication systems and 
has provided financing for improved mobile telephone services to 
qualified borrowers since the late 1960's. 

In addition, while REA can make loans for cellular telephone 
systems, the current trend seems to be for REA borrowers to form 
subsidiaries or joint ventures or partnerships with non-REA financ- 
es through which they enter the cellular market. In these cases 
the REA has granted lien accommodations to these borrowers so 
that they can obtain funding from other sources. 

REA also finances basic exchange telephone radio systems, which 
are radio telephone system that hold considerable promise in pro- 
viding telephone service to extremely remote areas at very reason- 
able costs. These systems have been financed in Alaska and 
Kansas, in Minnesota, Montana, Oregon, and Texas. 

Farmers Home has a relatively limited role with telecommunica- 
tion. There is one program that could be used to finance telecom- 
munications facilities although to date it has note been used for 
that purpose. 

The^ Community Facilities Loan Program makes loans generally 
to public bodies and not-for-profit organizations. These loans are 
generally used to construct or enlarge improved community facili- 
ties for health care, public safety, and public service. It could be 
used to finance the installation of satellite receiving dishes for com- 
munications and educational purposes. 

In closing, I want to emphasize one fact of USDA and more spe- 
cifically, Mr. Chairman, the Rural Electrical Administration role 
with regard to telecommunications in rural America. The REA is a 
bank. It has expertise in rural telephone and rural electric service 
It is based here in Washington and it specializes in loans to tele- 
phone companies and electrical cooperatives for the provision of 
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those services in rural America. It has and continues to perform 
that function well and efficiently. 

I appreciate the opportunity to make these remarks and would 
be pleased to answer any questions of the committee. 

[The prepared statement of Mr. Kislak follows:] 
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Good morning Mr. Chairman and member* of the Committee. I am pleased t«i he 
hete today to discuss the Department of Agriculture's telecommunications program* With 
me this morning a?<- Mr. Jack Van Mark, Acting Administrator of the Rural liiccmfjcu'aon 
Administration and Mr. "Sox" Johnson, . .cling Administrator of the Farmers Home 
Administration. 

First, I would like to dispel any notion that the nation's rural tclccomniunicai.um 
system is either non existent or amiquatcd and in need of major renovation. In many 
important respects, the nation's rural telephone system is much more "state-of-thcan' ihan 
the national system as a whole. This is due »n large measure to the activities of the Rurai 
Electrification Administration. The R.ral Electrification Administration !.as been making 
loans to rural telephone companies since 1950. and continues today to make direct loans, 
as well as loans throug** the Rural Telephone Bank, for the establishment, operation, 
cxpaasion and maintenance of much of the nation's rural telephone system 

Consider the following figurt-s. Today % percent of the Nations rui«; ro.ovniM 
have reliable telephone service, and many of these rural areas are serviced with modern 
digital technology; to date. REA has financed nearly 5.000 digital host and remote 
telephone switches nation-wide, and in many areas the rural telephone companies are well 
ahead of national providers in the iastallation and use of modein technology, through 
December logs, RHA had leaned over $140 million, to install 4.200 miles of fiber opots 
cable and related terminal equipment; In FY '89 alone, REA made loans totaling more 
llian $?! million, for an additional 1.175 Hies of fiber optics cable and related fati!*ies 
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• In other activities, REA has m*de loam to rural telephone companies, specifically, 

25 to provide fiber optic facilities for educational television (ETV) systems for rural schools. 

26 In FY *89, eight loans totaling nearly $Z5 million, were made in Kansas, Oklahoma, 
: / Minnesota and Pennsylvania to install these advanced technology two-way interactive real- 
28 time digital video learning systems, 

29 

30 REA also makes loans for mobile communications systems and has provided 

3 1 financing for Improved Mobile Telephone Services [IMTSJ to qualified borrowers since the 

32 late 1960V In adJition, while REA can make loans for cellular telephone systems, the 

33 current trend seems to be for REA telephone borrowers to form subsidiaries, joint ventures 

34 and partnerships, with con-REA financing, through which to enter the cellular market. In 

35 these cases REA may and has granted lien accommodations to borrowers so they can 
*>6 obtain funds from other financial institutions. 

37 

38 REA also finances Basic Exchange Telephone Radio Systems (BETRSJ, which are 

39 ra io telephone systems that hold considerable promise in providing telephone service to 

40 extremely remote areas at a very reasonable cost. BETRS system? have been financed in 

41 Alaska, Kansas, Minnesota, Montana, Oregon and Texas. 

42 

43 The Farmers Home Administration has a very limited role with regard to 

44 telecommunication. 
45 

46 Within the Farmers Home Administration there is one program that could be ui.ed 

'7 to finance certain telecommunications facilities, although to date it has not been used solely 

3 
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for ihai purpose. The Farmers Hcm:c Administration Community Facilities Loan Program 
makes loans to public bodies and nonprofit corporations. These loans are generally used 
5<? to construct, enlarge or improve community facilities for health care, public safety and 
51 public services. This program could be used to finance the installation of satellite receiving 
dishes to be used for communications and educational purposes. 
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54 



In closing. 1 want to emphasize one aspect of the USDA's. and more specif. :a»;\ the 
Rural Flettrification Administrations, role with regard to telecommunications in rural 
56 America. The Rural Electrification Administration is a bank. With no expertise u. matters 
5 7 other than those related rural telephone and electric service, REA truly is a Washington. 
58 DC based lending institution that specializes in making loans to rural telephone companies 
5^ and rural electric cooperatives for the provision of those respective sen-ices i.» r jral 
Americans. In that respect. RI£A has. and continues to perform iu mission well ;«nd 
M efficiently. 
U2 

^ Thank you for this opportunity to make these rer.iarks. We woUd be pieced 

answer any questions v:>u mav have 
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Mr. Wise. Thank you very much. Did either of the other two gen- 
tlemen wish to make any statement? 

Mr. Van Mark. Could I offer 

Mr. Wise. Sure. 

Mr. Van Mark. We talked about the 5,000 remote and host 
switches. I think the Under Secretary meant to say 5,000 digital 
telephone host and remote switches. I think that is important he- 
cause it is the cutting edge of technology. 

Mr. Wise. I would like to go to the last part of your statement 
first. 

When you said, you pointed out I thought quite emphatically 
that the REA is a bank with its expertise basically in Washington, 
did I read in that that you weren't looking for any great expanded 
role in REA, or that you were not recommending that? As you 
know, the bill that's passed the Senate would seem to expand the 
role of REA in rural telecommunications. 

Mr. Kislak. Mr. Chairman, I think in rural communications that 
REA does have a role to play. I think to expand the REA into areas 
beyond its current expertise and areas that are well served by 
Farmers Home and in other areas may duplicate programs and 
services that are well provided elsewhere in the government. 

Mr. Wise. That's an important point and one that this subcom- 
mittee wants to get into. 

Could you expand on that? In specifically what areas do you 
think that Farmers Home is taking, is serving now and that REA 
would not need to get into in the rural telecommunications issue, 
particularly in light of the Leahy bill. 

Mr. Kislak. Mr. Johnson, maybe you can talk about some of the 
community facilities programs and rural development programs in 
your agency. 

Mr. Johnson. We do not see ourselves as a primary provider in 
the electric or telephone cystem field because as we look to our 
sister agency to be the primary mover in that area. Our agency, I 
think, in some years past has maybe had some enlarged role that 
was shifted to REA to avoid duplication. 

We see ourselves as more active through our community facility 
loans and able to assist with educational purposes. Certainly, we 
can provide onsite or facility-type of equipment in conjunction with 
telephone and communication systems, satellites, and so forth. 

We do have a role there and are participating to some degree. 
Also, with our business and industrial loan programs, there may be 
some potential but I don't recall any applications from any commu- 
nicatior networks for utilization of that program to help in the 
cable, satellites, or any of those things. Obviously, that is a pro- 
gram that is available. 

I do see those as two different things as they relate to the pri- 
mary supplier of telecommunications and telephone networks as 
opposed to what we do as part of a facility. 

Mr. Wise. Mr. Johnson, as I understand Farmers Home present- 
ly, there is nothing to prevent it either through the community fa- 
cilities loan or you also have a small business loan program too, as 
I recall, don t you? 
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Mr. Johnson. That's what I am referring to as our business and 
industrial loan program. It s comparable to SBA or small business 
type loans. 

Mr. Wise. I like the way you handle it a lot better than SBA 
does, but that's a subject for another hearing and another commit- 
tee, I guess. 

Mr. Kislak. We appreciate the vote, Congressman. 

Mr. Wise. But my question is, there is nothing to prevent you 
from assisting in the development of rural telecommunications, for 
instance in the — if businesses wanted to go into an incubator or if 
businesses wanted to develop and increase telecommunications ca- 
pacity in a rural area, that is something that you could already 
provide, I would think. 

Mr. Johnson. Yes, within the purposes and to the type entities 
we deal with. The business and industrial loans are for the for- 
profit types. Those are guaranteed loans only, so, obviously, if there 
was some for-profit organization that wanted to get in!o cable or 
set up a satellite distribution center or something like that, they 
could possibly fit in with our business and industrial loans. 

As for public entities and not-for-profit organizations, we try to 
limit our assistance to the facility in which we make loans for edu- 
cational buildings, and other essential community facility type 
buildings that may happen to be for educational purposes. The or- 
ganizations may want to incorporate later technology that would 
tie on to a bigger service, so we could make loans for those pur- 
poses. 

Mr. Kislak. Let me add, Mr. Chairman, that Farmers Home also 
is very active in making loans to public bodies and not-for-profit or- 
ganizations for water and sewage treatment, water distribution and 
for sewage treatment and that is an active part of the Fanners 
Home community facilities program. 

Mr. Wise. I found— my observation of Farmers Home coming 
from a rural area is that ever since revenue sharing went down the 
tubes, yours is about the only show in town and so I try to make 
great use of Farmers Home. 

As part of a facility, a community facility, would telecommunica- 
tions terminal equipment count? Could I apply for a loan in thai 
regard? 

Mr. Johnson. For educational purposes, yes, as long as it is a 
part of that facility. 

Mr. Wise. There is a provision in H.R. 5, the Education Improve- 
ment Act, which the President signed last year, for certain pro- 
grams that could foster greater telecommunications links, satellite 
link-ups, and so on. Now, can Farmers Home also be involved in 
that? 

Mr. Johnson. I do not know 

Mr. Wise. That program is administered, of course, by the De- 
partment of Education. 

Mr. Johnson. We would have to look. We would be happy to look 
and provide that for the record. 

Mr. Wise. Under the community facilities part of what you do. 

Mr. Johnson. I am just net sure. We will be happy to look into 
that issue and respond. 
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Mr. Wise- Everything that we have been talking about in our 
conversation has been dealing with loans, as I understand it. Is 
that correct? Not grants, 

Mr, Johnson. That is correct. We have no grant program in the 
community facility programs. We do have in the sewer and water 
programs, but not in the essential community facility program, 

Mr. Wise. Are those loans in the community facilities program, 
are they lower rate than the market rate? 

Mr. Johnson. Yes, we have three rates based on income of the 
community. So there is some interest subsidy involved in those pro- 
grams. 

Mr. Wise, I have some other questions, but I am going to wait 
until another rmnd, and turn to my colleague, Mr. Thomas, 
Mr, Thomas. Thank you, Mr, Chairman. 

Where would one go to find a coordinating point for USDA on 
rural area development? 

Mr. Kislak. The Undersecretary, The Undersecretary's office is 
responsible for rural development, reporting to my boss. 

Mr. Thomas. Does he have? jurisdiction over all of the agencies 
that are involved? 

Mr. Kislak. No, sir. 

Mr. Thomas, What do you think of what I heard in the GAO 
report, that there are many, many agencies involved, some of 
which, perhaps, could use a little coordination? How would you 
react to that? 

Mr. Kislak. Mr. Thomas, I think that certainly there is more co- 
ordination in order. I am not sure what the best way to achieve it 
is. There are not only agencies within USDA and, essentially, every 
agency inside USDA has some rural development aspect to it, but 
there are a number of programs outside of USDA— the EDA, the 
Small Business Administration, Department of Transportation, 
HUD. Just go down the list. Almost every department and agency 
in the government has some rural development aspect to it. 

Mr. Thomas. Would you agree, if we could focus all those re- 
sources a little more precisely on the problem, that it would be 
more effective? 

Mr, Kislak. Yes, sir. 

Mr. Thomas. Do you have a plan to do that? 

Mr. Kislak. The Secretary is studying it right now, and I am not 
at liberty to disclose until the President does. The President or- 
dered, in March, an Economic Policy Committee study, through all 
of the departments of the government, how best to deed with rural 
development. This is an important topic for the President. That 
report is in its final stages of being completed, and I hope that 
some of the recommendations that come out of that would deal 
with better coordination of the government efforts. 

Mr. Thomas. Good. Thank you. 

Mr. Wise. Jack, the rural electrics, of course, it is very important 
for a utility to have commercial business. What do you think the 
role of a locul rural electric is to encourage commercial businesses 
and development in their area? Do you see them having a role? 

Mr. Van Mark. Of course. However, Congressman, it will vary 
from community to community. Currently the rural electrics' have 
the ability to invest funds equal to 15 percent of their plant value 
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in rural development projects without coming to the Administrator 
for approval. They can go above that on a case-by-case basis with 
the Administrator's approval. 

We did a little calculation to see what that would come to in 
rural America, and it comes to something like $7 billion that would 
be available for investment in rural development projects, 

Mr. Thomas. It is fairly difficult for a local board to commit 
some of their members' money to a risky project, isn't it? 

Mr. Van Mark. One would anticipate that it would require the 
board action — and the board represents the local coop, so they have 
to make many difficult decisions. 

Mr. Thomas. I understand. Thank you. 

Mr. KiSLAK. Congressman, if I could add to that and emphasis 
what Congressman Skelton said in his statement, the first key to 
rural economic development is local leadership. Certainly, the 
board of the coop is one of the places that that is most likely to 
reside. Whether they, as individuals or as a member of the board of 
the coop, take the leadership, somebody has to take that first step. 
Whether it then takes the coop's money to invest or those leaders, 
either as the board of the coop or as leaders in their community, 
find other sources of funding, whether it be from Farmers Home or 
any one of the other programs, I think that, certainly, the first role 
that the coop can play, without committing its members' cash, is to 
be the catalyst and the leader in that community. 

Mr. Thomas. Thank you. 

Thank you, Mr. Chairman. 

Mr. Wise. Thank you. 

Chairman English. 

Mr. English. Mr. Chairman, I have got quite a few questions, so 
let me know whenever I have exceeded my time. 

With regard to that, Mr- Van Mark, the other question that 
comes to mind is that the REA has a powerful influence, obviously, 
with regard to all the REC's, with regard to rural telephone coop- 
eratives. What you say is correct. As a result of the 1987 agricul- 
ture credit legislation, the RECV, can invest 15 percent of their 
plant value, and you are correct, that would make available some 
estimated $7 billion for rural development. 

The question that comes down is— it has been 2 years now, I sup- 
pose, since that legislation passed. What action has the REA taken 
to encourage REC's to take advantage of that opportunity, and 
what in the way of guidelines, directives, advisories, how many of 
those have been issued to the REC's? 

Mr. Van Mark. Well, we have not issued guidelines or advisories 
or attempted to advise them on how to invest their funds because 
each local area is unique in itself. What I have done, Congressman, 
is in almost every presentation that I have made around the coun- 
try, I have reiterated that they have that investment option. We 
have sent copies of the regulation implementing the new provision 
to borrowers. There is no lack of awareness on their part that the 
investment opportunity is available, and I think that is about the 
limit. 

[The information follows:] 
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March 22, 1989 



SUBJECT: Autoority for R£A Electric Borrowers to Invest 
Funds, M*ke Loans, or loan Guarantees 

TO: REA Electric Borrower* 



At the House of Representatives Subcommittee on Rural Development, Agrtc>:i*ur«, 
and Related Agencies hearing this week* REA was asked to clarify the present 
authority of borrowers to Invest general funds in rural development p: ejects 
In the absence of final rulemaking on this subject. 

As a result of the Owious Budget Reconciliation Act of 193;, REA Informed 
oorrowers at meetings held in Washington, O.C. in May 1983 that REA considered 
borrowers were authorized to use their general funds up to 15 percent of Total 
Utility Plant for Investments, loans, or loan guarantees, ncluding investments 
in rural development projects. Tnls message was published in the Hay 13, 1938, 
* s *ue of Rural Electric Newsletter and was repeated by various REA repre- 
sentatives at each of the seven Regional Meetings held during the fall of 1988. 

REa published its draft implementing rule for the program entitled 
? Cfk Part 1715. "Criteria for Securing REA Approvals ReQiireo Under tne 
Mortgage by Electric Borrowers Relating to Financial and Management Matters," 
on November 28, 1983, and each borrower «as provided a copy witn our mat Una 
dated December 7, 1988. REA Is now completing its final rule and we bslieve 
that 1t will oe available in 30 to 45 days* The final rule will exempt certain 
investments from inclusion in tne 15 percent of Total Utility Plant computation. 

Meanwhile, we are furnishing this clarification letter as requested at the 
hearing. 




JACK V/W MARK 
Acting Administrator 
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TV** coeusenre r*gg**4ed revWr* 
tS*e^mtruto border to ctortfy tto 
meaning «*** ckxe^y tokiw what toe 
t»mm#culOf» eeneldettd tabe tSe 
tntem of tectton m of At Act At 
written I :« tetended to 

conarttu*-, the written context uod«r 
eatoltog mortgAge* of REA which require 
*ppcov*l tor ctfttMi itm«t«tnU In 
, wctMof>perc«lof • borrower's total 
utility plant, Acco^dinrV REA don not 
b*h*v* thai mdtvtfval written ooewfoti 
from REA er* *ece***ry for borrower* 
to be a btc K> fc*v%»t their own funda. 
make toane, or guarantee* ap to IS 
percent ol tSetr tetol aulity plant. REA 
relieve* tool | in«^3L at oclgtoelry 
prepo**d. ctoariy itotoa t general rule 
wbtcfc to coeeiatont with taction MS of 
t V Act Thue. REA to making no 
c he risen ml tns^X 

Ona conaieal from a financial 
nuitutlon ah|*ctrd to RSA a ttetemeot 
of policy b*c*na* taction %\Z ol in* Acl 
did not Unit the diecretioo p*Vt4 to a 
borrow to toveat, mat loan*. Of 
guaraortet onry lo toettnee* where the 
ectivirtea are directed toward rural 
development REA agree* (bat th* 
language of mk^oo mom it* auch 
UmttattoB but point* out that to* 
lif talatlve hlttery a/ eectton 312 dearty 
evidence* a coc^r**«+«Hl totontton b\at 
borrow*!* will e*e their tew latitude 
Drtmarfly to ettm*ltte rcenomfc 
dev*lopn«** In their *wa eomveibe*. 
Aceordtogry. RSA hetfeve* tb*t M la both 
•wdaortoad and ep Bt^ aj etot e to adopt a 
policy ttottment mamn ga $ r*wr*w*r* 
10 exerctoa toe* breeder Utln* -und** 
tectioft M2 to Ala maamer. However, 
| in 4-23 of th* rule |to« t*cttoo which 
operate* ■• la* written REA oosecat 
called (or ta R£A aaortoege*) oetita an* 
reference to snveatstaeK purpeeeeTa**. 
borrower* ar* enecurejed by REA to 
invert In rural dev*Jopt**ot, but ant not 
required by the rut* to do to. 

The abot* coameo trior ale* objected 
to REA' i pohcy that imrttateot activity 
not in any way pg| goveranwet • " • 
aeturi *y at nek." Tfifa coaiaianlator 
interpreted the policy etatement *a a 
restriction which would preclude 
v irtualty t!l Invetlment and guarantee 
•rthnty atoc* RJSA't aeevrtty intereat 
typical^ tndud** fuodt u*ed to make 
tnveetmema or rand* lh*t would be ua*d 
to boner a guarantee REA dtaa^ee* 
ivirb thl» iniarprtlanoa Tb* Mere 
t&iitenca of an RSA aacurity Infereer in 
a bemwera fiaad* will not preclude 
tovaatawat a*d fuarantoa acflviry thai 
i> etiaarvnaa yeraUaaibl* anoVe | miO 
of tale rueperL Q* ta* a<**r band, a 
borrowcr'a ebiifatioa to vvakt ttewty 
payment* on toana aaada or f>amaiaad 
by REA (a act encuaed bacaaa* ol any 



financial or ttoyidtly pro****** 
aaaoctatoi wiA actJvib** aulboriaa«JI 
under I mWl Tba policy ttatctnaol 
nJta* it clear dtot *ltbo**> REA 
co**ider* rural d*%*4o**ia*t I* be a 
Uudabie ebtociiv*. REA aA»r«a **!y 
loan rtpeymeat and ao>o>aia ioao 
•fcwi-y bia>a» prtortty, RfiA b*U*n>e* 
tKat tba policy aa prevoaed i* ao^aortaed 
«nd aporopnaie wltoa v*w*d ia tba 
context Of dto toxtoUUv* aiatory oi 
Mctioa ttz aad the rule aa an entirety. 
Nev*rtbele*a, REA ia mrialaj; lb* 
Unguaa* d I mUl to darth that ibe 
atatemem la oo* of policy aad not a 
legal reatrlcttoa. 

Four of lb* ooaiatute dia*jrted wltb 
vertoue e i e ar t a la ol the oVnolHona 
11 17lli2) •ito-t-bacsuae ibey tboiajht 
certain oeftniuenr coniained 
amb^tle* or war* overly reetrtetiv*. 
Afler cooaideriai to* earaaaeata. REA ia 
revialni th* iafOnittoei of "tovaaf by 
r*ptocift| lb* broad r^ererace to areata, 
"wbicb are oot *xp*ctod to b* uaad or 
uarfut to furaiaeMf etaetrkal *ervto** , 
with lb* aaore praciaa larv ~*od 
indudea all fiuaaadal Taaterttom 
recorded *o th* borrow*r'* beeke aod 
recoror to tovwtataai accowAta. aa too** 
•ccouato ax* aaad to tba UttuSora* 
Syatoaa of Accoaato far REA 
Borrow*!*.- ThJe prrovWkM make* it 
ctoar that **ctioa MS ia aot totoad*4 to 
autoortae * borrower to i*j4* 
entenaioaa to Ua f tectrv rratoaa to 
oootrsveoctoa at AAA Umi tattoo* by 
cn*r*ct*rtotof lb*** a* "leTMtaaaafe " 

Ona rra aaaa a t at or ai*o wegeatod tbal 
(hit deftomorj be revtoed by aetoUnaFiaaj 
th* rstoreact toaarvtoia Etoaactol 
return. RSA believe* thai toe 
expectation ol aarotoa * l^naackl return 
ta aa toiaaxal pan of to* aweaioa) *j to* 
teraa M tov**t M and tout la r«tokint that 
element *f to* 6*&*i«0Q> 

Thro* ro a aa ja a m eujajeetod that th* 
deRnit'oa ol "own fuoda" b* ca^neroV 
each in » d»ff*T*jrt way. Gto* waaiad to* 
deftoJtto* rb aaaei todereV tott toaa 
fund p r o ce teai which bar* b*e* 
advanced to a borrower (aa 
r*imburaaa>cia tor plant coat* 
temporarily ftoaacod by to* borrower 
with genaraJ fuodo) would be cooaldervd 
lo be th* borrower'* "own na*aa, M REA 
believe* to* d*{toltioo la ctoar thai a«ch 
fuode are tba borrower* "ow* hjadto," 
TW REA boitowj* toot ao rhaaaj to 
rw*d*d.Thto rw maiarttatoT»o*MM* 
timitot sMdCRcattoaj for each oltoa 
other eto m — to to thto oartoiqoo, 
apparently tor dadficaeioav REA 
baftove* that the daftoitto* *a *r%to*lry 
prooceed to ctoar. 

One com'aaant euaajeeted that the 
dcflnittoo of "own fuaoV b* eaodtftod to 
i taaaafy "own fund a" a* a ay fuodt 



•*hich a borrower may recrtve from aelc 
proceede whkh exceed booh value REA 
think* that tech a dcAnittom would b* 
difflcule to odtotoia tor and would cmate 
in every caa* (where a borrower b*a 
eoW proaerty) e factual oeeetion atxnH 
whetoer to* fund* ao torn ted were 
•Uributobtototh*pr*ce*datoehce*eo/ 
book coat. Th* r u g a e Ito* would atao be 
uiconatotortl wtto RfiA'a toMetondinf 
approach *f vahitog loan cc4Utorai on a 
rytleflvwldc baato, a* oo* treated with a 
profeot^proffei or Une-by-hne buia. 
REA doa* aot wtoh to toto ruto to 
abaadeA ft* a»tobetohed prattle* of 
requiring that proceedc Crom aaiee ol 
mortoafod property be epeitod eiiher 
f owarda ra^rnaem of debtee to eyetem 
Improvement* aad c^eeeton*. Saoukf 
RHAooaa^o^dtonaSnglu policy to tola 
retard, it will do ao to a different ml* 
cooceratog aeeet aatoa. 

On* poeaaest while admitting thai 
Congret* pceeuaaabiy oad not tetend for 
tx>m>w*na to otharwtot tov**4 funda ihat 
would b* neceaaary imtfm*ryd»bt 
re^yraanto. obtostod to th* *xd*aton of 
thoa* tonda aec****ry to atch* tuwely 
payweau ol prtoctoal and latere*! on 
toana amd*. yuarantaed. or ben 
eccoaueocUfea by REA from the 
definitJo* ol "ewn hand*"- If tota 
tnteroretottott were etwee*. * borrower 
could le***t cat* which la **c«*e**y to 
make tmty Hjwn ta of prtodp*) and 
inter**! ow toan* made, guaranteed or 
!i«n aoo j* nm ** *l aei by RfiA. AW if *ie 
tnterocetottoa were cheeen. * borrower 
could teveei caah aaotaaery m make 
ttotety toare r e pej- e aaato to aoavU*ckt 
to** term to v a r fa a to c*uatoe it to 
default oo It* REA aaortjaf* obWiona 
In auch droitjrteranr*. REA would b* 
effectively forced to a c q to a e ce in the 
default at trajeidato rnvngag* ooltotor* 1 . 



including Uwe* tov******nto. at torn than 
the fee* aatouat of the debt REA 
antidpeto* that tech a borrower might 
av*n a »**rt todetoaea*! it* conduct, 
that REA rnamud to auch activity by 
Metto* M of to* Ad *ad | in« of 
thia rule, to tup a m I af ito poeictoa th* 
commeatotor cMed a ttotomce* to to* 
Houea Report No. aaTlflX tooth Cong, ut 
Seaa. Sfltotoe efKact thai tove*tmenta 
l*aa than 11 peroaal ol total attoty plant 
ahoeld aot to aajy way pet s^veranmot 
funda or eeoarity totoreet at rtak 
Apyemeaiy, to* m aam tat itor vtowa th* 
report lca*r-eejt a* a coaxteaooo. Stoo* 
the report coototoed ao b**J* for tuch * 
e weeptog ccad«*4on. REA totorprvta the 
ate tamest lob** darvctlv*. Accordingly. 
REA tee* ao coaSic) between th* 
toUtode gtoen to b*rr*w«r* to toveat 
Ineir own fundt aad aa admaaiatraUve 
Interpretation that wWo peyment ta d. 
fund* needea for deot tervto* ere no 
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longer the borrower's funds" ta 



a theipArasewue*dlntectte«me{|h* 

" Rfi Act 

Ow consent objected to lee 
(kHnitkMi of "Tool Utility PUnT 
because it 1* Uatited to total electric 
utility pUnt. Althe* <m section 212 um 
Qw (cm "taut utility pitta" it does not 
define the term nor doe* LVt legislative 
history amplify tU attuning . |4^vrever. 
section til U. by Its express mw, 
united to borrowers of "tbctrk:** loaa*. 
The overwhV.*tog esafortty of ekctrfe 
borrower* ktve bo utUttypUnt erhich la 
not elsctrte utility plant Therefore, REA 
thinka that the refecsrie* in taction Mt 
to an electric program borrower* total 
utility plant means the tola) slectrtc 
ut-'ity plant of that borrower and hat to 
dtflnad the term. The definition of total 
utility plant does act reeWet borrower* 
from inventing in other uttllttee If they 
chose to do to. Taut, for moat REA 
elr c trie progam borrowers, the 
definition makes ao diffeeeuc*. For the 
limited .\umber of REA program 
borrowers which opera ta pore than one 
utility service, ihit interpretation will 
preclude tweh borrower* from 
leveraging the amount of unrtetricted 
tnveststenta they otherwise (avid maxe 
by acquiring cootttUiof interests tt 
other utilitiea and then Including the 
vsluc of tuch uHliOea ta the coeafwtattoo 
of "total utility plant" for the purposes 
of tectlon ill. 

One comment suggested that REA 
delete the deftoittoo of subsidiary and 
remove the requirement ta ft lngjtyb) 
thet subject* the record* of borrowers to 
sudittng procedures prescribed la 7 CFR 
Part iron At defined to Ibla rule, a 
subsidiary t* another organisation 
which the borrower control* Thus, the 
borrower Is tn a position to cauae its 
subsidiary t D make recorde available 
and to comply with REA accounting 
requtrementa. REA considers theaa 
requirement* tofce JvatifUWe in 
fur therinfi it* obligations under the Act 
to tee that loana made or guaranteed by 
tt remain adequately secured and that 
tuch base are repaid La accordance 
with their terme. TVe w»mmenta?o7 
conceded that R£A might have tuch 
authority under other eterutory 
provletona or agreements hut objected to 
REA'a inclusion in thit rule ae a 
condi bon for exardsing inveabnent and 
guarantee authority. However, the 
recorda and accounting requirement* tn 
I mS.W do not condition the ahUlty 
of borrowtre to make investments or 
guarantee* under section 112. RfiA 
Inserted three requirements to thit rule 
a* I ins 7H\>) beceuee RXA ta 
broadening the scope of tta financial 
mooiiortng in reeponee to the tocreesed 



level of laveetaaeee. loan, and guarantee 
activity eeoereted by section Ml 
REA received a fare eoevnente 
objecting to me exclusions to I irii-K 
CeoeralTy daeee objection* were baaed 
en two grouftda First a belief that 
aectton ttl prevent* the Administrator 
*maj chengfe* * my way REA* 
»,'■ In li tre live practice* concernina 
iare*t«a«ta, lota and guarantee 
tdlvltiee except (o aiale theen awre 
prraaiattve than they were when taction 
ni wt» tftactad. Wlkile tectioQ J12 and 
Mt tafWative hiatory abow an 
eaanialahable tattnUoci to relet the level 
*f undattified tavtetmente, loana and 
naranteea requlrtof prior REA approval 
froea > percent to IS percent the 
i*ie>tage of taction Stt doet not impose 
any limitation on the discretion of the 
Adtatoiitrator to restrict such ecttvttiei 
when they exceed 15 percent of a 
horrowere total utility plant 
Accordingly. REA doe* not ajrree with 
caaaosanta tasgftetinf that taction $12 
pracJudee the Administrator from 
t*c*oatderto*. whether Investments, 
loana and guarantee* that were not 
eubject to REA approval under REA'a 
peat admiBiatrativt practkea ahould be 
restricted whan they exceed IS percent 
of a borrower* total uUlity plant. REA 
believes that taction S>2 ooea not 
tddrtet thit leave and thus leaves the 
AdeatotttfetoTa authority under the R£ 
Act •achajkftd to thia respect. Second, 
toaa* objecttoee toted that the auattof 
REA taortgasjae were multiparty 
agreemota and thua to propoeint to 
rsetrtcl certain toveetmenti thet had 
previously been anreatricted. REA was 
exceeding (ta authority under the tartna 
ofexiettog legti agreomentt. l e REA 
ascrtgaaee, by in affect amending them 
unilaterally, to response to this second 
srgument REA tat atodjfted 6 171424 to 
permit borrowers to continue to mike 
irweataente* loam and guarenteei 
without prior REA approval tn 
tfreumstancee where such spprovsl u 
ant required under their existing REA 
martgtgeK. 

Aa a result of the above change, 
paragraphs fat fb|. and (c) In 1 1711 24 
whkJi propoeed specific uniform 
etcruaions have been limned in the final 
rale to those Instance* where REA is 
twidAf ■ new loan or fuarintee end the 
^XHnoetsatee*. if toy. consent to the 
mothftcetioo of the REA mortflt|e 
TWoae paragraphs have been further 
modified to Unlit the exduiion of those 
bteetmentt from the computaUoo only 
la ttvoaa katancea where the borrower 
pjedajee thoaa investment* under the 
REA aaortgafe. to thoae limited 
lastancei where such assets may not be 
pledged, t g . rettrtrted stock, borrower* 



could stOt aaake tuch investeaenn but 
they w<mld be svbfeci to the as percent 
restriction expressed in the general rule. 
Paragraph (d) la 1 j?tS*4 evdudtog 
certain ceaaaaitasenta incurred prior to 
the original asortgege hat been deleted 
from the final rule since tt la 
unneceftary to the cate of existing 
oxMtgagea which nootaio a similsr 
provision and uanecessary foe future 
mortgages since tae euthorixation of la 
percent ta aedion 372 of the RE Ad 
provides ample authority of the very 
limited ftuaaber of borrowera that have 
this type of ooaatltosent 

The final rule now clearly permits the 
continuation of borrower toveetmenie in 
securities of CPCX the National Bank foe 
Coopertttvee and the ;«:nt Paul Bank 
for Cooperative* aa %xduded 
invpstmcnta tn detentuntog conpliance 
with ft 1 ns_23 of the rule. The rule also 
clariftas that permitted ex elusions in 
1 17l5.2aar* the same at those int 
borrower's current mortgtge. 

R£A doea not agree with comments 
suggesting that the pease re of section 
312 m effect ttatetortly trote** emitting 
REA mortgage provisions dealing with 
thia eubfect Accordingly, a new 
peresrsph f d) has been added to 
ft 17li« to naka it clear that REA is 
not adopting this interpretation, REA is 
reserving to ft 1713124 its historic right to 
make ease by case revukjoa to REA 
mortgages to connection with any new 
REA financial seeietancc. To clarify the 
interaction of the currently existing 
Mortgage provisions with the 
requirements of thia Rule, an Appendix 
ii included with the Rule to set forth a 
hypothetical example of bow IS 
and 1 715-24 would apply. 

One respondeat requested REA to be 
specific in ueterwtoing the smaun* 
available for in vest trig, if a borrower 
must include the unxecovered 
investments flosses on invesiroenti and 
guarantees) to determining ita future 
compliance with uSe rule REA accepts 
the request and has added a new 
paragraph (d) to ft 17t&£&. Recordi. to 
clarify thia determination to tsture that 
(i) Lnsset oo^rring on an investment 
witl not be counted against the IS 
percent tn future calculations, and (2J an 
investment which la "roded Over" is not 
accumulated or counted against the ta 
percent in rV.ure calculsttoo, but ra • . 
treated as only one investment Thit is 
accc mplished by requiring the borrows, 
to u»<- amounts actually reflected o- 
k book* and reoorda for the tavern*' .it 

Th* ; w mi| ruk will become effective 
th> . *y days after tta publication 
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U** of So*)ecta ia ? CJH Port ITU 

Electric power. loan protv^nmencrgy. 
Reporting end recordkeeping 
requirements. Mufti Km 

In view of the ib«tt, REA hereby 
emende?Cf*R Chepter XVU by ed&ng • 
new Pen mi consisting (4 Subpart 9 

Mi mixMn&a) iore*d** follows 
Mirrtrii-cafTiJiupen 

f iCCtHHNOKtAAmiOVAU 

ACQUffttD UNOCR THE MOrTTQAGE 

nCUTINQ TO FINANCIAL ANO 

mismart A*^ rWenrved) 

a*S**ejnr* m^ajtvoetmsoSOv Leana, 
Ou a r a n ooae ay pocuic to/wo 
e>^ 

t?)&X> rVrpoea 
inMl Policy. 
tn5J2 DefUvlrtocu 

inua ceoeroi 

mi» Record*. 

tflUM Effect o< thu toibpAtt on fcEA loan 

contract ood meromte 
mirr P^etrictteao uapoeed by «hi»* 



iri Vsa mveotmento. loaa*. Md guarantee* 
ta exams al W poreeat of Total Utility 

n**t 

A h s o o bV . r UJlC sci^aov Tida 1 

Svbtltie a mc 143JL OaaJbv* fed**! 
Roconcuwttooi Act ot \m. Pvb L too-aoa. 
0*leaatto« of Authority by U* S*c> of 
A^^cuhwt. r CTR 2_a Dekaabon of 
Avmerlty he m* Under 8oc> For Scutl 
Community end Rural DevelopwcoL 7 CTR 

mjahpgrt A^^r%ae}gruee5 J 

fcaTopoeiR Irtvmafrtttom, toene, and 



Thfe subpart coaiotae the general 
refute tiooe of the Rum) Electrification 
Administration (REA) for implementing 
and interpreting the pro visions 0/ the 
Rural Electrification Act on»a.ae 
amended. Including section S12 {7 U AC 
901 rr ee\?) (KB Act), permitting, in 
certain circumstance*, thitl borrower* 0/ 
moored or guaranteed electric loana 
under the RE Act way. without 
reeWctJco or prior opprovel ol tSe 
Admlaletretor ol REA. Invest their own 
fund* tad make Io«m or guarantee*. 



intuit 

REA electric borrower* or* 
en c ou ra g e d to utilise tkr own fundi to 
participate fas the economic development 
ol mtttl areas, provided that such 
activity dee* qo« to toy way put 
oj o v o rc w pt futxU «t rtek or Impair • 
borrower's ability to repay it* 
indobttdnoM to REA ood othor lender* 



te coofUMfni wrnttKtr to n»ko Iooao* 
(AroittMOtt, or fuaronteto, borrowm 
•rt oxptcttd lo act In towrdonco witb 
pntdtftl bvtiiWM practicoa and m 
coo/omiiy wita lW law* 0/ tka 
t«)riadktiona ia) whtoh they atrv*. REA 
tM^mee thai bonwera will uaa the 
UttCuda affocdad tbaoa by taction 913 ol 
the Rfi Act primarily to sake naedad 
in vtt tajanlt to rural coawunity 
infr*eCn*cturo projacia (such aa watar 
and waata ayattma. garbaao coUactlon 
aarrtca* ate.) and in )ob aoattoo 
ocnvirteo (ouch aa provide technical 
GaandaJ, Minafariat on lite nee) and 
other ecUvttiei to promote buaineea 
o>velopioent and economic 
djvertllkation in rural comrounitlee. 
Noncthelrio. REA baHevra that 
borrowers should conrlnu* to five 
prttnary considrration to sefety ood 
liquidity is the RMDAgement of their 
funda. 



I «TtMJ 

Aa used in thto lubpart 

"Bonwar" ineer>o a corporatton or 
other leyal entity en«fi*d, or iotendtnf 
to bectxae tnfoird, in the geoarattoo. 
traaaesiaeion or distribution of 
alectrtcity. and whoaa outstandinj 
obUf attcae raauittaj from RB Act loana 
or guarantee* are no* in default 

Xaoh-Cortttructtoo Pund-Truote* 
Acco^or eoeejie the eccounl doocribed 
in the REA Uniform System of Accounts 
as on* to which funda ma dspoeiied for 

ol otectrk tacUiUaa. 

Xuftrantaa" meana to underlain 
eotfaimtty to anawvr (or the payment 
cf another's deot or the performance ol 
another'o Arty. UaWlily. or obUsatton. 
tncJudtng. without timitetioa the 
oh'tgotfooe of subaidiarie*. Snow 
r*oeonl*e ol ouch guaraateea would 
include fuaranteaa ol payment or 
collection, on 0 rnrte or ether deb< 
inetrumant (eoourinj returns on 
investments): feeuini parformanca 
bor*da or ootnpktioa bondo: or eosifntnt 
leeee* or other oUtfAtlona of third 
parttee. 

Tnvaof meana to commit twney In 
order to earn a ftnandai return on 
aterta. IndvcUnf. without Honi to hoc all 
Rnancial tranaactlona property recorded 
00 the borrower's books and records in 
urreetment aooounta as those accouote 
ore ueed in the Uniform System of 
Accounta fat RfiA Borroworo. 

''Make mams'* manna to land out 
raoemy far temporory oee on cood4rton ol 
repayment with interest 

■Mortjejed Property" meena on* 
•aaai ol the borrower which la pfeked 
tttherUAmortiaem. 

"Own P**4o" meana Eooney belonging 
to the borrower other then: (1) Prooeede 



of tocne made, aueranteed or Ifen 
a ooo m mo datadhy HBA. funds 
ntcemsary (nmair timely paymenis of 
principal and bsteeoat on tea** made, 
tuerenwed or hen accommodated by 
REA: im Uoourance proceeds fmm 
"HW tm i g i d property. (Iv) dame^w awerde 
end sale p mo oe d * reaulrtnt from 
rmimsnt domem and atmilar proceedings 
involving morsjaged property-. |v) tele 
prncneda from macliaged propertv so lea 
requiring speciSc REA approver, end (vi) 
r^ode an deoaeM m the cash 
oooeCtuctkm crajitn account 

'1f£A Mongngt** means eny end ell 
[nasnimsmta cfsnftsm a lien on or 
•rcurlty intereet In the borrower's eseett 
in connect! oc with lonna or gue ton tree 
under the RE Act 

"Sale Proceeds'* meena oil 
conaideratkm nrcrived from the tele of 
estete ofter dcdartlng reasonebic 
trsnoectioa oxpeoeee, if any. and after 
deducting, in the case of assets taken by 
power of am f as nr domain, foe amount if 
any. of the damage award paid to the 
borrower aa omnpensatJon for lost 
future revertuea. 

"SuboidUry* owe 00 e corporation the 
majority stock el which is owned or 
controlled by o borrower. 

"S^rmeaUl Lender" nwooa 0 
fonder mat haa provided 0 supplemental 
source cf ftnejdmj that U occurrd by 
fcelWAsKrtmm*. 

Total Utility Rear meana the sum of 
the borrower's " o l o rti l* plant accounta" 
and "romirruftmai work kt progresa— 
emctrk aonoumm.* aa such lerma ore 
ueed to the MA Uniform System of 
Accounta. far REA iorrowero. 
-Uniform System ol Accounts for REA 
1 the system of 
I ki y CFR Part Via, 

ima\g> 

A borrower amy. without prtor written 
approval ol the AdminJetretor. mvtot ite 
own funda or make loana or guereni *ee 
not in ettceae si U percent of ita total 
uMBry plant without regnrd to eny 
provtoion ooniamed la any REA 
mortgage 10 the effect that the borrower 
must obtain prior approval from REA 

• triads tmnmmom 

(a) In calmlefrng the 0 mount of 
inweetmeate, learnt ood guarantee* 
permitted under I UMJa. there u 
axchodad Irem ma compute (ten eny 
U)veerm*nt ban or guarantee of the 
type which by mrtormeof the 
borrower 0 RfiA mortgage the borrower 
a*ey make (01 esmmlted amnunu without 
RfiA approval. 

fb) ixcept ia mounoaa where the 
conaant ol third pnrtieo is required end 
eonnot he obtamad, RRA wiil nsqvire 



ERLC 



226 



Federal K*i»t**r / Vol H, No. ne / Uuraday. June 2fc\ ljgg f Rule a and Regulation* 



that «ay electric loen a*ede or 
* |>er*nteed by R£A after f4y M. I9en\ 
•hall b« eecurad by • o»ortgef* 

•MtttetltVf lOVMtttMt*. toene and 
guarantee* by the Borrower 
aubeianttetly at follow*; 

{ J) The txxrowtf »ey, to the extent 
pt named by * CFR msiJ, Invett Ita 
own fund* or make }o*pe or guarantee* 
o<* ia enceee of \> percent of It* total 
utility pleat, a* thoee torn* ere need to 7 
CFR Part in*. Subpart 

J*) The borrower nay a Wo meke 
tmi led loveetmeata* without prior 
eppravel of the Adminietretoe. in. 

{0 Saeurtd** or depoaita im*<i 
guaranteed or fully inaured M to 
povmeat by tha United Stat** 
Government or any ag*ncy thrreoff; 

{11} Capital (arm certlAcat**. bank 
i tuck, or other aimlkr accuritiee of the 
•upplcmcnta^ tender which have bean 
purchased aa a condition of memberehip 
in the eupplemental lander, or aa a 
condition of receiving QnaaciaJ 
eteietanca £rota each lander: 

lilij Patronage capital allocated from a 
power tuppiy cooperettv* ol which the 
borrower la a member. 

It'tMt fkeoaeen, 

(a) Every borrower ahatt maintain 
accurate recorda concerning ail 
Invtetmentt. loan* and guarantee* made 
by it. Such recordi (half be kept to a 
manner that wlU enable REA to readily 
determiner 

(1) The oatura and eource of all 
income, expeoeee end loaaee **x>*feted 

from the borrower'e loan*, fuaraoteae 
and investment* 

(2) The location, identity end Uto 
priority of any loan onUatera) reacting 
from activiuee permitted by thia aubpart 
and 

fl) The effect*. If any. which even 
ecbvltiee may hava on the feasibility of 
loam made, guaranteed or lien 
accommodated by RJEA. 

fb} The recorda of borrower* and their 
eobetdiertee ahall be autyect to the 
auditive procedure* pceecrlbcd Is Part 
\rm of thia chapter. K£A reeervee the 
right to review the financial recorda oi 
any t ubeldiarfea of the borrower to 
aacertatn if the debt*. Guarantee* tea 
ot fined herein), or other oblige uooe of 
the aubejdiartea. could edvertety affect 
tha ability of the borrow** to repay lea 
debte to the Coverruaant at to determine 
if the borrower ia in cocophanca with 
thia aubpart. 

k) Every borrower thai) report to 
REA. in the manner cod oa the form 
apecified by the Adauniatrator. tha 
current atatue and principal amoant of 
eech outetonding loan and guarantee 



which it bee atad* pure uenr to t mVij 
of tb ( a wbparl 

(OM» i% oarx^aat end Oan-Ootf) 

(d) tn determining tha level of 
tnva e tai eata aa a percent of total utility 
plant (aa defined la thia aubpart) far 
reporfinf la REA during any calender 
yrar, the borrower ehall eae the 
recorded value of each queUfytaf 
tnveeonant aa refWdad on ita booka and 
recorda tor tha neat aewcerfinn. enoVcf . 
month, tantpt far tha md-of year report 
which ehall be baaed on December fi 
informeUoO- 

|t?tLdi trtad of that «*#«fl ^ ma 



fa} NothlQg in thia avbpafi ehall effect 
any rtfbta wWch avppkoeotal landera 
hav« mxJar the REA mortgage to limit 
inveetmenta. Iceno and fuarantaea by 
their borrower* to level* below 19 
percent of tout utility plent. 

(b| Notkina ia thia aubpart thai] 
relieve a borrowar of ita obligation 
under the REA mort#e«e to preeerve tha 
heaoftheREAmortie^eeeenrat lien 
on all of the bormwer'a aaaeia. a.bfad 
to avch UaMled eaoepHana aa may be 
provided for therein. 

(c) rfothint to thle aubpart authoritee 
e b<aro a j e i to nuke axtenetona or 
UaproraaaanU to it* electric ayatem 
wlthoai prior approval of REA 

(d) REA reearvee tha right to chant* 
the peovtaiona of the REA mortaafe. on 
a caaonv-ceee baaia. In . onoectlon with 
providiaioddiUaoaJ One. da' aaalatance 
to a borrower after July «. 1M0l 



f trttir 



b* other 



Nothing ia thia rubpar u intended to 
prevent a euppteenental lender from 
impo*ifl|. eniccclng, or modifying 
reetricboaa oantainad in ita loan 
docuaeataMon that limit the r^hta of a 
borrnwer to make loan*, guaranteea or 
inveetaaanta 

ItrtftJI laweaamwe^Uane.ane 
Queranaieamaaneaaae HaaroantarTeaai 



If e borrower wiahe* to e»eeo the 
aajrenate eaaouat of inveatmenta. loena, 
and fuarantae* permitted under 
I in*U) of thia aubpart the borrow* 
muet ooaaply with the proviaione 
coctamed in the REA mortgaee to the 
effect that It eauat obtain prior approve) 
from REA Requetu of the type 
deecrtbed immediately above ahould be 
made la writing for cone Ida ratio© by 
REA on a caae-by-caee bent 



Oettd haw U t*m 
fenVVeaatam, 

Appeadta MW ana* 7 d% Part ITU 

fw e na w a\ ft! mjua-mut, 

t m ap *a * a a a \ Uan» earn CHaraarteea by 

rDecerklaueum*. 

Waea: TVta Anaeadia la e^ehehed t 
inf*T*«sfac eeiy and eriU a«t ea caa^ad ^ 
tee Code ef rVenrel Ree^ttea*. 

The l efle w a rn lafa^Maatonieaeated le 
(Iraetreanaa wUaoaehln hetweaa the R£A 
fterrowrr Manaaga. and the type and level »i 
tw wfta a wa xleaaear lean enaraawea that 
barrow** amy Make ead be la neeapbanoa 
wi A t in»i» af taw eabaait 

SeMfh AjpbcQU* Ate**** Atwaw 
Nwr taat *E*n*rr*«w MerAeafva are m* 
urufwfm Heiwevee. tea kalowtag aannia 
Morttaf* are viewa ia repreaeotaUva aoe i* 
uaed to tltaatraw how | inMJ «wi4 «pr> 
in in# c«m* af a borrower that bed tar moat 
coaimao type of aKMt|«fa cwrmOy hard in 
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Mr. English. Well, the problem we get into, though, as I said, is 
the REA is the entity that has a tremendous influence on those 
folks. They are the ones that are going to be overseeing. They are 
the ones that are going to be checking to make sure that they are 
carrying out tb^ law in the manner in which it is supposed to be. 

If I were running a coop someplace, I can assure you I would not 
take advantage of that kind of an opportunity— I do not care how 
much I supported rural development— if I, in some way, got the im- 
pression that the REA was not enthusiastically supporting that 
effort, and I think that from the people that I have talked to in 
coops in my State and around the country— we heard from some 
240 witnesses with regard to rural development ovei- in the Conser- 
vation, Credit, and Rural Development Subcommittee, people 
around the country. 

A lot of people that have testified have been from REC's, and I 
have yet to have a single one that has indicated to me that they 
thought there was any kind of interest or enthusiasm in the REA 
for exercising this particular provision, and in fact, we had a siza- 
ble percentage that told us that they were waiting on the guide- 
lines from the REA before they began exercising. 

They, quite frankly, were not sure what they were able to do or 
were not able to do, and from the impression I got from what you 
just said, not only have you not issued any, you really do not have 
much inclination to do so. Is that correct? 

Mr. Van Mark. That is exactly correct. If we issued guidelines, 
then that would be interpreted, if I follow your logic, Congressman, 
as direction, and we want them to feel free to engage in rural de- 
velopment as they see fit in that unique environment in which 
they exist. 

There can be no question about our enthusiasm, though, because 
we have said it numerous times. The Undersecretary has said it. A 
lRlle sidelight, Congressman. 

We made the presentation a couple of times in which we talked 
about the little— and I say "little" and mean just that— the zero- 
interest loan grant program. When some of our borrowers found 
out that they were responsible for the repayment of that $100,000 
that they were going to leverage into various projects—I will say 
an incubator project— they decided they were not too interested if 
they were responsible for repaying that $100,000, even at zero in- 
terest. 

Now, you draw your conclusions. 

Mr. English. Well, I assume that the only conclusion we can 
draw is that, as a group, the rural electric cooperatives around this 
country are not interssted in rural development. Isn't that the only 
conclusion that we could draw, then, if we are to follow the line of 
reasoning that you just laid out? 

Mr. Van Mark. If there was some risk of their own money, yes. 

Mr. English. Well, the loans that you were talking about 
making at zero interest, what risk to their money would there be 
with regard to- — 

Mr. Van Mark. Repayment of the principle in 10 years, which 
you could lose that $100,000 in rounding in operations of most of 
our coops. 
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Mr. English. So, if I were running a coop, then if I followed your 
line of thinking, basically I am not interested in doing anything 
that deals with rural development beyond a grant. If somebody 
gives me the money, then maybe I am interested in doing some- 
thing. If it is anything short of that, that is the attitude of most of 
the people on the boards that are running the coops around this 
country, and let's see, if I am, in fact, running that coop— and ac- 
cording to the statistics that we have had over the past 10 years, I 
am losing between 400,000 and 500,000 people a year out of rural 
America, primarily affecting my coops, that means, then, that I 
have virtually no interest in my own survival. 

That does not seem to make a whole lot of sense to me, Mr. Van 
Mark. In order to follow your line of thinking, I would have to be, 
in effect, willing to destroy my own entity. 

That does not jive with the testimony, certainly, that our sub- 
committee has received across this country. It certainly does not 
jive with the interest that has been shown by the national organi- 
zation, as demonstrated in the Senate bill. That does not jive with 
the board members that I have talked to that belong to these coop- 
eratives. That does not seem to make any sense at all. 

Mr. Van Mark. I have only presented the facts as they are, sir. 

Mr. English. Well, do you think, there, perhaps, is the chance 
that you do not understand the facts? Maybe you are misreading 
the signals that you are looking at. Is that possible? 

Mr. Van Mass. I am not infallible, sir. 

Mr. English. If, in fact, you are making that enor and we do 
have coops— perhaps even a majority of the coops around this 
Nation—that are very interested in their own survival, that are 
very interested in building their communities, that are very inter- 
ested in playing a role in the development of those communities 
and understanding that if, in fact, they are going to be able to con- 
tinue to exist, they have got to have growth, and in fact, they feel 
that the REA, the organization that you are operating and the sig- 
nals that you are sending is that they should not do that, then we 
have got a real problem, don't we? 

Mr. Van Mark. They cannot come to that conclusion, sir. We 
have told them that they have that option and that they are en- 
couraged to use it. 

Mr. English. How are they encouraged to use it? 

Mr. Van Mark. We mention it to them every time we talk. 

Mr. English. I am not sure I understand. You have not sent out 
any directives, any advisory opinions, anything at all that would 
indicate to them as to here is how you should proceed if you are 
interested in taking advantage of this, here is what the situation is 
as far as utilizing these funds, here is the impact that it would 
have as far as the REA is concerned, here are the things you 
should look out for, here is where you might get into trouble, here 
is how you can be assured that you ere going to be able to deal 
with this problem or deal with the use of this option. 

You have not done any of * hat, have you? 

Mr. Van Mark. We sure as the world have not issued any direc- 
tives. 
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Mr. English. So the only directive that has been is whenever 
you had to speak someplace, you go out and you say, you know, if 
you folks want to take advantage of it, you can do that. 

Mr. Van Mark. We held a conference in conjunction with 
NRECA, the electric borrowers trade association, at the Depart- 
ment of Agriculture in August. Invitations were sent out by 
NRECA. There were 300 people in attendance from all over the 
country, and we talked about these options and the possibilities 
that were available at that time* 

Mr. English. We just got through hearing that this spring, the 
President of the United States, your boss, has indicated that he is 
interested in rural development. He wants to do something about 
rural development. 

Do you think that interest is from the standpoint of, well, it 
would be nice if something is done on rural development, it would 
be nice if these rural communities survive, it would be nice if some- 
how they were able to grow, or is this a situation in which, in your 
opinion, the President of the United States says we have got to re- 
store rural America? By golly, I want our administration playing a 
positive role. We want to make sure that things get done. We want 
to make sure that we have growth* We cannot allow rural America 
to be wiped out in thk country* 

Now, which one of those do you think more closely fits the atti- 
tude of the President of the United States, as you understand it? 

Mr. Van Mark* I would say he wants us to do something and 
make ourselves available to assist rural America or any rural de- 
velopment effort that is sustainable at the local level* 

Mr* English* So, you think that the President of the United 
States expects that you and the REA, as well as the rest of the De- 
partment of Agriculture and the rest of the Federal Govemme it, 
take positive steps to reinvigorate rural America. In other w<vds, 
he is not assuming a passive posture with regard to this issue. Is 
that the way you see it? 

Mr. Van Mark. I think that is correct, but I do not think he also 
said that we direct them to build a certain incubator project or 
anything of that sort. 

Mr. English. I have not suggested that, have I, Mr. Van Mark? 

Mr. Van Mark. You asked us if we had sent out directives, and 
we have not. 

Mr. English. Well, that is a far different matter whenever you 
send out directives as to how you do things, how the programs 
works, what problems you might run into, how in fact you should 
proceed to keep yourself out of trouble. That is a big difference, 
isn't it? That is not telling people directive on you build a certain 
incubator project, is it? 

Mr. Kislak. Mr. Chairman, if I may, I think it is clear that some- 
where between what ?'e believe the message we are transmitting to 
the coops and what they are hearing, that there is a lack of com- 
munication there. Certainly, a major part of that has to fall on the 
agency. It takes two* 

It cannot happen in one way, and if we are not doing appro- 
priate job of communicating the dediu;tion that this President and 
this Secretary and th-5 team has to rural development and to the 
important role that coops can play, if they choose to, and certainly, 
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I do not think anybody here would like to leave the suggestion that 
we believe that the msgority or all or any rural electric coops are 
not interested in developing their community and not interested in 
survival of their community, economic viability of their communi- 
ty, because I do not think we believe that, and if there is a short- 
coming on our part that you have highlighted, we have to find 
ways to fix it. 

We would welcome any observations you have into how we can 
communicate to the RECs, as well as to the communities at large, 
but specifically to that audience of RECs, Our dedication to rural 
development and our enthusiasm, if they want to take a role, is to 
support their taking that role. 

Mr. English. Well, I am delighted to hear that. I appreciate that 
sentiment and that attitude, and I think that it is important, be- 
cause we do have a problem in this area, in my opinion. You know, 
we have talked about it with regard to legislation. 

We have got all kinds of programs that have been authorized. 
Mr. Johnson has got programs over there in the Farmers Home 
Administration. 

Mr. Johnson, do you have a program over there in which you 
turn back money every year? Every one of your programs, you run 
short of money, don't you? You have got more applications than 
you can fill and you deal with. You have got programs over there 
that are not funded by the Congress. There is simply not enough 
money to go around. 

So, we have got authorization just running out our ears to do 
things. You know, the question is, I think—and this is going to be 
the I key as far as rural development — how can we take those re- 
sources and have the maximum impact, and we have, through the 
1987 act, certainly the opportunity for REC's to get involved. 

I think that we might even go just a hair further and say that 
giving the REC's and their relationship with the U.S. Government 
and the fact that they borrowed money and the fact that they were 
created by the U.S. Government, maybe we can expect just a little 
bit more out of the REC's and their involvement in rural develop- 
ment because of the fact of their relationship with the government. 

I think we can expect that the REA, as a part of the U.S. Gov- 
ernment, and given what Mr. Van Mark understands and what I 
would hope would be the attitude of the President of the United 
States, and certainly is the attitude of the U.S. Congress that we 
aggressively be involved in rural development, that is the key, Mr. 
Kislak. I think it is aggressive. 

I think there is also another point, and I know it is not very dip- 
lomatic of me to bring this up, but I think, you know, in this kind 
of a situation, it is best to lay the cards on the table. 

The last administration was not that interested in the continu- 
ation of the REA, and certainly, this subcommittee held hearings 
in which it was amply demonstrated that the intent of Congress 
was not being carried out, and it became necessary for us, with 
regard to communications and the use of the Rural Telephone 
Bank, for the Congress to come and to underscore and require 
through legislation, and we are finding again that this subcommit- 
tee, and certainly, the Subcommittee on Conservation, Credit, and 
Rural Development, over the next few months, is going to take 
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similar action, that we have to be very vigilant in making sure 
that the intent of not only the previous law but of the law that was 
passed last year is carried out. 

So, I guess what I think is important for us to clarify and to un- 
derstand is that it is my understanding — and I think that we have 
got a right to look very closely and make sure that this is the case, 
Mr. Kislak— it is my understanding that the attitude of President 
George Bush is that Federal agencies— Department of Agriculture 
and throughout the Federal Government — be actively involved in 
assisting rural America and promoting the development of rural 
areas in this country. 

That is the way I understand it. Is that the way you understand 
it, Mr. Kislak? 

Mr. Kislak. Yes, sir. 

Mr. English. OK. That being the case, you know, we cannot 
have any foot dragging, we cannot have any people that are a little 
bit wishy-washy as to whether we want to do it. I think that, ag- 
gressively, we have got to go out and help people. 

We have got to show them how to do it, and that is certainly 
true of the RECs, Mr. Van Mark. I think you have got to show 
them, you have got to encourage it. It is still their decision on what 
they do with their money. It is their decision on whether they ap- 
prove a project or not, but here is what the procedures are. Here is 
how you do it. Here is the role that you have to play. You are a 
community. Your State and your Nation is counting on you to play 
a role, to step forward. 

We have got to make sure, as far as our rural telephone systems 
are concerned and the cooperatives, that they have the opportunity 
to deal with this problem, and we cannot have any, well, we are 
going to have some hip-pocket rules that are going to kind of 
spread things around, make it as difficult as we can to operate. We 
cannot allow that. 

They have got to play a critical role as far as rural development. 
You know, if we do not have communications, we do not have 
modern communications in these communities, there is no way 
they can develop. 

So, I think that is the key, and Mr. Chairman, I appreciate the 
amount of time that you have given me to kind of underscore that, 
and I will probably have some other questions later, but 1 think 
that that is something that we are going to have to focus a good 
deal on. 

Mr. Wise. Mr. Kislak, or anyone else, the Senate bill that has 
passed would require the REA Administrator to establish a techni- 
cal assistance unit to provide advice to REA borrowers regarding 
community and economic development activities. 

As Chairman English noted, another provision is dealing with 
Farmers Home. This provision authorizes no additional funding for 
these new activities. 

My question is, first, does the REA have the money to support 
these additional responsibilities? 

Mr. Kislak. Mr. Van Mark, maybe you can talk about the fiscal 
year budget we just completed. 

Mr. Van Mark. In 1989 we possibly could have done that, Con- 
gressman, but in 1990 we are so tight that I have instructed that 
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everyone's travel budget is to be cut 15 percent. I have said we 
cannot employ the numbers up to actually what the appropriations 
report, committee report indicated we ought to have, 550 employ- 
ees. We cannot do that. We don't have enough money. 
Mr. Wise, Do you 

Mr. Kislak. Mr. Chairman, let me respond further. The final 
numbers are not complete, but the last version of estimates that we 
saw for the personnel and expenditures, nonprogram expenditures 
at REA was that in 1989 we would be within $300,000 of the ceiling 
on a $30 million budget. Even in 1989, while Mr. Van Mark sug- 
gests it might have been done, $300,000 is « pretty slim margin to 
end up with and I am not as convinced as he that even in 1989 
with no sequestration arid no pay raises and none of the other 
things that we see happening for 1990 that we would have been 
able to support adequately that kind of an effort. 

Mr. Wise. So you say you are pretty optimistic on sequestration. 
I just came out of a meeting about how we adjust our congressional 
budget, if that's a portent of things to come. 

Do you think that REA is the most appropriate vehicle for ad- 
ministrating the kind of help to be provided by a technical assist- 
ance unit? As I said, it's regarding community and economic devel- 
opment activities. 

Mr. Kislak. I believe, Mr. Chairman, that is probably not. Farm- 
ers Home certainly has a broader array of programs that they ad- 
minister directly in-house. The USDA, the Under Secretary's office 
where that position resides right now includes both REA and 
USDA and brings more clout than any individual agency to being 
able to coordinate between agencies and outside of the USDA. 

Mr. Wise. Let me follow up on that then, because this Senate leg- 
islation also adds a new rural economic development title to the 
REA i,: to the Rural Electrification Act, giving the REA Adminis- 
trator several new duties and I am just going to touch on a few of 
them: One, to administer various pilot projects and recommend 
specific rural development projects; two, to act as an information 
clearinghouse providing information to REA borrowers concerning 
rural development efforts; and three, to administer the rural busi- 
ness incubator fund, which in itself entails a fairly complex set of 
responsibilities. 

Do you think it makes sense to give these kinds of duties to REA 
or would they be better placed in Farmers Home or some other 
agency? 

Mr. Kislak. Mr, Chairman, as we discussed in our testimony, 
REA has expertise in the areas that it has expertise in— that is 
telecommunications and electrification. It does not have expertise 
in some of these other areas. Most of those functions are done else- 
where at this point in time. 

The information clearinghouse may be similar to the rural infor- 
mation center that the national ag library runs. I am not sure ex- 
actly what the intent was. Business incubators, certainly there are 
other places where there would be. The Small Business Adminis- 
tration or the Economic Development Administration or perhaps 
the Farmers Home business and industry and community facilities 
may be more appropriate to handle it because they have that kind 
of a background an J mac kind of support. 
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Mr. Wise. Mr. Johnson can get involved in business incubators, 
can t he? 

Mr. Johnson. Pardon me just one moment. 
Mr. Wise. Take your time. 

Mr. Johnson. Under the intermediary relending program that's 
been authorized in recent years, we do get into some of that, but 
we are also involved with our business and industrial loan program 
in some aspects. I am not sure we are exploring the business incu- 
bators in this context. 

Mr. Wise. Let me check with Mr. Thomas what your schedule is. 
I am going to come back and then I've got other questions. 

If you are not able to, then I'll be happy to cede some to you if 
you wanted to 

Mr. Thomas. Mr. Chairman, I would just make one comment and 
that is my experience and Mr. Van Mark also, there is enthusiasm 
and there is a great deal being done within the cooperatives for 
economic development. The thing that they are reluctant to do 
sometimes is to loan money but there are things like rates made — 
there are many things that are being done and there's a great deal 
of interest in the rural electric cooperatives on the local level so 
that certainly I just wanted to put in the record. Thank you. 

Mr. Wise. Well, what we will do then, this is a vote coming up 
that no member wants to be found wanting, concurrence in the 
report on the Flag Protection Act. 

I weald ask the committee and the panelists to be in recess for 
10 minutes. Thank you. 

[Recess taken.] 

Mr. Wise. The subcommittee will resume. 

Last as I recall we were talking about business incubators and an 
expanded role for REA including possibly administering various 
pilot projects, acting as an ; nformation clearinghouse and adminis- 
tering the rural business incubator fund. 

Would it be safe, is my paraphrasing correct in that the impres- 
sion I was getting from your testimony was these functions are al- 
ready being taken care of in other areas? 

Mr. Johnson. 

Mr. Johnson. There are some different definitions of incubator, 
and that's the reason I was hesitating a moment ago. There are a 
lot of different variations of them. 

The main thing that we try to avoid is getting into experimental 
types of businesses or anything. We like to deal with proven tech- 
nology. We don't like to get into just research as such, but certain- 
ly there is a ton of opportunities out there that fall within the pa- 
rameters of what we utilize these loans for 

There are some types of my definition of business incubator that 
we are engaged with . 

Mr. Wise. When you say you do not like to be engaged in— you 
like to he engaged in proven businesses, which I understand given 
our charter, but for instance would you consider a technology 
ased business such a data processing business, where does that 
fall in your 

Mr. Johnson. Certainly, there may be some degree of experimen- 
tation in it, but we would want most of that technology to be a 
proven technology. 
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Maybe I can give you a little better example as it related to our 
involvement in alcohol fuel plants some years ago. 

That was obviously a proven technology. People knew how to ex- 
tract and get alcohol. That is a proven technology. We did find that 
it was a lot more experimental after we got into it. When you start- 
ed trying to deal with a large operation to produce a lot of alcohol 
as opposed to a small amount that somebody might consume 

Mr. Wise. Apparently if you follow the proceedings of the Energy 
and Commerce Committee, it's still experimental in some people's 
minds. 

Mr. Johnson. Any business has some degree of experimentation 
and we recognize that, but we want the bulk of the business to be 
along the lines of some proven kind of technology or utilization. 

Mr. Kislak. Mr. Chairman, let me answer the thrust of your 
question. Yes, I think it is accurate to characterize our feeling that 
those three responsibilities are properly carried out elsewhere in 
the government, whether it be in Farmers Home or somewhere 
else today, that adding those responsibilities to REA does not add 
anything to the array of services, in fact duplicates the array of 
services that we offer local communities. 

Mr. Wise. Would I be correct also, Mr. Kislak or Mr. Van Mark 
that adding this to REA only— would also require adding staff to 
REA, would it not? 

Mr. Kislak. Adding staff isn't an issue right now, given the 
budgetary constraints. Given the budgetary constraints today it 
would mean taking staff off of other important projects that are to 
REA's msyor thrust, to either electrification or telephone, where 
there is not another agency to my knowledge that could substitute 
and pick up the slack. 

Mr. Wise. Some proposed legislation provides for telecommunica- 
tions assistance to schools, hospitals and businesses in rural Amer- 
ica. The school and hospital provisions under the Leahy or under 
the Senate legislation are placed under REA whereas the business 
link provision is placed under the jurisdiction of the Secretary of 
Agriculture. 

First of all, and I think I know the answer already, but does REA 
have the staff in place to handle the school and hospital provisions 
and this essentially is making grants to what would be known as 
star schools for educational linkups and to hospitals, rural hospi- 
tals and medical centers, to be linked up to larger medical centers? 

Mr. Van Mark. Well, Congressman, we have our telephone staff 
that handles loan applications from our borrowers. But no, we 
don't have a staff dedicated to knowing the specific telecommunica- 
tions needs of rural health care facilities. 

Mr. Wise. This isn't your bailiwick, really, is it? 

Mr. Van Mark. Not hospitals. 

Mr. Kislak. Congressman, the technology of providing the link, 
whether it be a fiber optic or dedicated cable or something of that 
sort, the REA— correct me if I'm wrong, Jack— the REA would fi- 
nance under its existing programs and has the expertise to oversee 
and assist a cooperative to install those communications facilities. 

The technical aspect of what a hospital needs, v Hether it needs a 
satellite hookup or a radio hookup or whate\ar, is something 
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that— I'm not sure, could we provide that or not at this point, 
Jack? 

[Discussion off the record.] 

Mr. Kislak. Right up to it — we could right up to the hospital. 

Mr. Wise. The interesting thing on the Senate legislation though 
is it provides the grants directly to the hospitals or to the schools 
so my question then becomes whether that is something you are 
able to presently assist with. 

Under the legislation if you are providing this to the hospital di- 
rectly, Charleston area medical center, for instance in West Virgin- 
ia, are you able to pre vide the technical assistance presently to 
that hospital, not to getting it to the hospital? 

1 think i got a pretty emphatic no. 

Mr. Kislak. It appears that the answer is no, not at this time. 
We don't have any ability to help. 

Mr. Wise. Many rural areas do not have E-911 service because 
their homes and their communities don't have street addresses, my 
own included. 

Street addresses and street signs are central to direct fire trucks, 
ambulances and police cars or in the absence of that I don't think 
you are going to get a street sign out on my dirt road. 

Some kind of computer mapping for emergency responders, my 
question is whether there are not programs available in either 
Farmers Home, USDA, or anywhere that could help these areas 
pay the engineering costs of trapping rural communities. 

Mr. Johnson. I wouldn't think go. 

Mr. Kislak. To the best of my knowledge, Mr. Chairman, there 
are no programs to that direction ongoing right now in USDA. 

Mr. Wise. Do you know whether there is even consideration of it, 
because those of us do feel a little naked in rural areas. 

Mr. Kislak. What Mr. Van Mark points out is if a coop wai ted 
to submit for the zero interest grant program to support that kind 
of an engineering effort, that would be an eligible project. 

To the best of my knowledge— I'm not familiar with any place in 
the USDA where the topic is being addressed. 

Mr. Wise. Moving on to another area, and perhaps you touched 
on it in your opening remarks, last year the USDA appointed a 
rural revitalization task force which called for better coordination 
of rural programs. 

My question is to the extent that these recommendations are 
being implemented. 

Mr. Kislak. Mr. Chairman, we have a copy of it here. It was led 
by as you know one of your constituents, John Musgrave, and 
while there has not yet been a formal announcement on many of 
the recommendations, primarily awaiting the President's preroga- 
tive and the EPC report and the President's initiative on world de- 
velopment, I think it's safe to assume that most of the recommen- 
dations will be accepted either exactly as presented or with some 
embellishments and maybe even some strengthening. 

Mr. Wise. Is this the report that you mentioned earlier, Mr. 
Kislak, is at the White House now? 

Mr. Kislak. No. There are two reports. The President ordered a 
Cabinet level study that was chaired by Secretary Yeutter. The re- 
sults of that study with the recommendations are at the White 
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House right now. That is the EPC eCMoinic planning council. That 
will have some recommendations regarding coordination and vari- 
ous other kinds of things beyond the USDA. 

The Musgrave study, which is this one which is public and we'll 
be glad to leave copies, was conducted inside of USDA, led by John 
Musgrave, who for those who don't know is the State director of 
Farmers Home from West Virginia, 

It came up with a number of recommendations of organization 
and other things surrounding rural development. How can we 
better— first of all, how can we identify and nurture and train and 
help those local leaders in their community who want to take a 
roie? How can we better organize the USDA so that when some- 
body in West Virginia or in Oklahoma sticks his head up and says 
Fm ready to take the lead in my community, to bring to new jobs, 
that we are organized to make it easier, not more difficult for him 
to access the USDA programs— and some other areas regarding re- 
search and similar kinds of things. 

I believe that over the coming weeks you'll see the Secretary im- 
plement virtually all of the recommendations that were made. 

Mr. Wise. My impression of that report is that it is a very candid 
assessment and I thought a welcome one. 

My hope is that much of it will be implemented, not only be- 
cause we ve got some hometown pride in John, but because it is an 
excellent report. 

Mr. Johnson and Mr Van Mark, you are each Acting Adminis- 
trators for your Administrations. Do you have any idea when 
Farmers Home and REA are going to be getting permanent Admin- 
istrators? 

Mr. Kislak. Mr. Chairman, I think it is presumptuous for any of 
us to preempt the Presidents prerogative to make his announce- 
ments. 

Mr. Wise. I understand that but you also understand that— par- 
ticularly if you are drafting rural development legislation and you 
are trying to establish working relationships— you need to know 
where the policy is being formulated, whether the policy is being 
formulated, and what the policy is. 

My observation of those that are put in an Acting Administra- 
tor's role is they have got a tough job. They have got to run an 
agency and at the same time try and anticipate what the policy is 
going to be, but yet they are not actually the ones— they may not 
be the ones implementing it. 

A very serious question then is— particularly in rural develop- 
ment, particularly to the oversight of this subcommittee— is when 
do we get permanent Administrators? 

Mr. Kislak. Your point is well taken, Mr. Chairman. The diffi- 
culty of running a large agency or even a smaller staff without the 
feeling of permanence. I might add though that rural development 
policy is not being set by either of the two Administrators. In this 
Administration it s being set by the Under Secretary or the Secre- 
tary directly. 

Mr. Wise. And you see it continuing to be that way? 
Mr. Kislak. Yes, sir. 
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Mr. Wise. Another question: Do you envision ways in which 
Farmers Home business and industrial loans could be used in con- 
junction with REA programs for economic development? 

I guess I am stressing particularly here the rural telecommunica- 
tions aspect of it. 

Mr* Johnson. Certainly we try to work very cooperatively and 
closely. We are involved in weekly staff meetings and some more 
frequent. We are always trying to look for ways to work to improve 
upon our relationship. 

Let me give you an example, if I might, that might correct an 
earlier statement that I made. 

When you asked earlier about mapping in conjunction with 
where an area's houses may be, if that was a part of a community 
facility loan— for example, we could make a loan to a fire station 
and rescue unit. If they wanted to have a big map of their county 
or area they were going to serve and have some lights on there to 
point it out, if that was included in the feasibility study, we could 
finance such a thing. 

Mi Wise. Let me take it a step further, because most of the 911 
service I have seen or at least the mapping part of it is on a com- 
puter screen. I call in 9-1-1 and the operator is able to automati- 
cally call up— knows the call is registered, where it is coming from 
and the computer screen shows the directions. In a city it would 
give the address but the computer screen shows the directions to 
that locality, to that site. 

Mr. Johnson. Again, if it is included in the feasibility study that 
they want this facility, this computer, and so forth, we could prob- 
ably finance that. 

Mr. Wise. Somehow if I can get it into the volunteer fire depart- 
ment I may get a loan on it. If I've got it down to the local tele- 
phone company, I might have some other problems. Then you say 
that REA might be able to pick that up. 

Mr. Johnson. As an example, within the buildings we take care 
of most of those things if they are included in the feasibility plan 
We go outside to connect to power poles or telephone lines but 
within the building itself we can take care of most of those things. 

Mr. Wise. Could you cover the engineering costs? 

Mr. Joknson. Certainly, if that is a part of the total project and 
included in the feasibility study. 

Mr. Wise. Appreciate it. Mr. English. 

Mr. English. Thank you, Mr. Chairman. 

Mr. Johnson, since the Secretary took over, Secretary Yeutter 
took over, have vou had any personal meetings with him or Mr. 
Vautour in which they specifically laid out what this Administra- 
tion's policy is to be with regard to the question of rural develop- 
ment? 

Mr. Johnson. I have been involved in a number of staff meetings 
that included it, both with the Secretary and with the Under Secre- 
tary, on a regular basis. 

Mr. Engush. Were you given specific instructions as to how you 
were to approach the questions of rural development? 

Mr. Johnson. The major policy direction, yes, I would say that 
direction is coming. It comes through a number of sources, but cer- 
tainly, from direct meetings. That is the way we get the overall feel 
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of the major policy thrust that is to be involved. Obviously, we 
make many, many decisions, and I have to, as an Acting Adminis- 
trator, everyday, I make a lot of decisions. Anything that I think is 
of any significance at all in which I am not clear in my mind on 
what the policy direction is, I involve the Under Secretary, at least. 

Mr. English. What do you understand to be the clear policy di- 
rection of the Secretary? 

Mr. Johnson. As it relates to rural development? 

Mr. English. Correct. 

Mr. Johnson. Well, I see it as very proactive, that we want to 
really look at every opportunity to enhance and assist with all of 
our loan and grant programs to the maximum extent in rural de- 
velopment. As you may know, I have been involved with the 
agency for a number of years. In fact, in the implementation of the 
Rural Development Act of 1972, I was a project manager then in 
which we looked to see what kinds of things might fit into Farmers 
Home, as opposed to some other agency. 

Mr. English. How does the policy of this Secretary differ from 
the policy of the last Secretary? 

Mr. Johnson. Certainly, with the current Secretary, I have felt 
that there has been very much an interest in rural development. 
We have certainly utilized what funds have been available for all 
these years. 

We have been obsessed, almost, in Farmers Home, in recent 
years, with the agricultural problems that we were faced with and 
that aspect of our portfolio. I think that has been an obsession that 
I have observed, both in Congress and with Farmers Home, as well, 
but that is not to say that we have not utilized ir pushed our rural- 
development initiatives. 

Certainly, we are hearing more under this Administration, with 
Secretary Yeutter, President Bush, and the Under Secretary, than 
we have in other years, again, because of that almost obsession 
with trying to work our way through this difficult agricultural situ- 
ation. 

Mr. English. How do your instructions from this Secretary differ 
from the instructions of the last Secretary, specific instructions 
with regard to rural development? 

Mr. Johnson. It is just a greater emphasis, greater emphasis. He 
wants much more of a coordinated role, is what I sense as our di- 
rection. 

Mr. English. You are not telling me specific instructions. 

Mr. Kislak. Mr. Chairman, I am not sure, and perhaps we are 
not on the schedule that you would like us to be, that the Secre- 
tary s policy and policy directives are completed yet. The report 
from John Musgrave was presented in the beginning of July. 

Since that time, the Secretary has held two or three meetings 
with all agency heads, all subcabinet level and agency-head people 
of USDA gathered around the table and pointedly told chem that it 
is the job of each one of them to figure out how they can use the 
tools at their disposal in the agencies that they had to further non- 
agricultural job growth in rural America. 

He has spent two or three meetings of an hour to 2 hours each 
with all agency heads, not only emphasizing his commitment, but 
going around the table and asking for the specifics from each 
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agency or specific thoughts on how their individual agency, wheth- 
er it be Forest Service or whatever, could support this secretarial 
goal of rural development. 

Those are the kinds of things that are going into the policy that 
is being formulated. Those are contributing factors to the policy 
that is being formulated at the White House right now, other than 
what Sox alludes to is a feeling or a directive that there is an em- 
phasis on rural development and that rural development, in this 
case, will be defined as nonagricultural jobs. 

There has not been a specific directive or policy to individual 
agencies or assistant secretaries as to how we are going to carry it 
out. That is forthcoming. 

Mr. English. Given that t Mr. Johnson, your new sense of inter- 
est by this President and by this Secretary and the fact that you 
understand that you are to focus a good deal more on the rural de- 
velopment, what action have you taken with regard to the State di- 
rectors and their approach to this particular problem? Have you 
taken any specific action with regard to State directors as far as 
rural development is concerned? 

Mr. Johnson. Yes, we have. We have been in the process of reap- 
pointing or designating new State directors. I have participated, of 
course, in the interview process on that and have spent consider- 
able time with each one. 

Mr. English. OK. Now that you have spent considerable time 
going through that interviewing process with them, was there any 
particular attention paid to the credentials, background, what con- 
tribution that they might make as far as rural development is con- 
cerned in making the appointments? Were they required to have 
any specific qualifications with regard to rural development before 
their name was recommended? 

Mr. Johnson. Yes, sir. I do not know of any that we have ap- 
pointed that do not have both an understanding and a great appre- 
ciation and a great commitment to rural development. 

Mr. Engush. Well, a commitment is one thing. Whether they 
can make a contribution and have the background is something 
else. What specific background are they required to have as far as 
rural development is concerned before they are being seriously con- 
sidered? 

Mr. Johnson. Well, we function much like a bank, as you know, 
except one with a little special edge on it as it relates to our au- 
thorities and our funding and appropriations. So, obviously, we 
expect them to understand those programs. Many of them may not 
have had a comprehensive background in all aspects that we have 
authorities to operate in* 

So, we want somebody who has a good level head and can be a 
good business manager and communicate with the people and has, 
certainly, the degree of intelligence needed to get a good working 
knowledge of those programs and can provide leadership not only 
to our employees but in working with other lenders in the area, as 
well as potential borrowers. 

Mr. English. So, they are not specifically required to have any 
background as far as rural development is concerned before they 
are recommended. Is that correct? 
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Mr. Johnson. I guess 1 would have to say it is correct. I never 
have recommended someone for a position that I did not think had 
a good feel and a good knowledge of it. 

Mr. English. In the hearings that were held in the Conservation, 
Credit, and Rural Development Subcommittee, one of the problems 
that we ran into is that there seemed to be great latitude as far as 
the State directors were concerned. We would find one set of crite- 
ria was being required with regard to loans in one State and was 
not being required in another State. We found varying degrees of 
interest, evidently, being evidenced by State directors in these par- 
ticular programs. Some were good. Some were very good. Some 
were not good. 

We found that the State directors were, in fact, coming up with 
their own set of criteria with regard to whether a loan would be 
approved or not, that really raised question with regard to— as you 
looked at the criteria, it is hard to come away with any conclusion, 
other than the fact that these were the roadblocks' They were 
meant to present obstacles, to make it difficult, if not impossible, 
and as I said, granted, this testimony reflected over the last admin- 
istration. 

Have you taken any steps at all to evaluate what criteria is 
being required by the individual States and require justification for 
that criteria by the State directors? 

Mr. Johnson. Yes, sir. This is a continual process that is re- 
viewed at least mon J y by our senior management. 

We establish progr m anagement servicing goals. I am working 
on that process right now. They will be going out. They are very 
definitive. They establish very definitive goals. There are elements 
and standards, performance racings of our State directors. They 
have those. We are monitoring those things, and we are giving 
them feedback on a monthly basis in essentially all of our program 
areas as to where they are lacking in utilization or certain servic- 
ing actions. 

You know, when I look at these State directors I do not see a 
stereotype of a State director in Farmers Home that would be the 
ideal person. It varies State by State. Our regulatory system has to 
be able to adapt in Maine as it does in Oklahoma or West Virginia 
or wherever. 

So, our general regulations— and we are sticklers for compliance 
with regulations— we want our people to comply. Then they have 
to modify goals, by a State appendix or an addition. Those have to 
be cleared back with us to see if they comply and are consistent 
with our overall guidance and regulations. 

So, we monitor the output end of their activities, as well as the 
regulatory— that is the way we would get the consistency. 

Mr. English. We also heard complaints from some States that 
some State directors simply refuse to use the program. Is there any 
kind of review made with regard to whether or not State director 
are applying the various programs in a manner that is fair and eq- 
uitable to all the States? 

Mr. Johnson. Yes, sir. Through my years I've had many, many 
personal oneon-one conversations with State directors on various 
issues, if I had a sense or feeling, of something wrong. We're going 
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to know real quick if some program is trying to be put down by a 
State director. 

We have a very elaborate internal control system, which involves 
coordinated assessment reviews where we send teams in to assess 
and evaluate States on what they are doing on these various pro- 
grams. We'll have a feeling and we'll know real quick if somebody 
is getting out of line. We usually know either through one of your 
offices or somebody is going to write us and we're going to know. 
We take those seriously and we follow it up. 

Mr. Kislak. Mr. Chairman 

Mr. Wise. Yes. 

Mr. Kislak. Each State director, whether he is new to the job or 
as Mr. Vautour calls him, a retread, is being called into Washing- 
ton for training in small groups, one of the areas of thai training is 
a discussion with Mr. Vautour, a frank and open discussion I guess 
is the terminology that the diplomats use where he tells them that 
their responsibility is to carry out the intent of Farmers Home in 
that State, that if they don't it is their hide. It is their responsibil- 
ity to see that the program works and that it works the way it is 
designed to work and that it works smoothly and works well. That 
is being told on them one-on-one. 

if there is some inconsistency in State directors, I think in any 
group of 46 individuals you'll find that some do a better job than 
others. If there are some people who are not living up to that pur- 
pose to the best of their individual ability and are throwing a road- 
block I think was the word that you used in the face of the imple- 
mentation of the program, certainly I would like to know about it 
and that State director or the program chief or wherever the prob- 
lem is we'll have a frank and open discussion with them. 

Mr. English. Well, I think that's important. The next question I 
wanted to ask Mr. Johnson on this. 

Mr. Johnson, as you go through these applicants for State direc- 
tors, is there any effort to determine whether or not these people 
actually support or believe in the programs that they are being 
asked to carry out? 

Mr. Johnson. Yes, sir. Yes, sir. 

Mr. Engujh. And if they do not philosophically believe in those 
programs and don't really think that those programs are important 
are they still recommended for appointment? 

Mr. Johnson. I have never recommended one that I didn't think 
could be adaptable to it. I was involved in interviewing State direc- 
tors in 1981 and, of course, in this process again, and we have 
brought on about 25 or 35 at this point of our 46 State directors. 

We have a number of people that are interviewed in that— in- 
volved in that interview process — and we all use different tech- 
niques and approaches and ask different kinds of questions 

The Under Secretary is personally involved in those interviews, 

Mr. English. One of the difficulties that we find from time to 
time and we have run into this again — over the past 8 years I 
think that it's been quite noticeable— is we did have people in 
charge of programs that don't believe in those programs. They 
don't like the programs. They see their role namely as to dismantle 
the program, to in effect render the program ineffective. 
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I have got a great deal of trouble with that and I don't think that 
the President's— if we understand the President's intent and the 
wishes correctly and I am very hopeful that we do, obviously the 
President's program cannot be carried out along the lines of the 
President's intent if the person doesn't believe in the program. 

I would hope and would encourage that the Department of Agri- 
culture, particularly looking at people who are going to be connect- 
ed with rural development, that there be a particular sensitivity 
with regard to making sure that we have got people who feel like 
they can enthusiastically support and carry out the programs along 
the lines that were intended by Congress when they were passed 
and where we all hopefully thiiik that the President of the United 
States agrees with. 

I think we are going to have big trouble no matter what kind of 
legislation we pass and where we go on the bill, obviously if you 
have got people who don't support that program it is not going to 
work. It's that simple. 

^ Mr. Kislak. Mr. Chairman, I agree with you and let me add to 
Sox these candidates all got interviewed by a number of people. 
There is no candidate who is being nominated .or a State direc- 
tor— I mean chosen as a State director who to the best of my 
knowledge is not a supporter of the programs and who is not a sup- 
porter of the President's goals as you elucidated them to be an ac- 
tivist for rural development. 

Mr. English. I am very encouraged to hear that. 

Thank you very much. Thank you, Mr. Chairman. 

Mr. Wise. Thank you, Glenn. 

I want to thank the panel very much. We will leave the record 
open in case you have additional thoughts you would like to 
submit As I say, the purpose was to get the Department of Agri- 
culture's viewpoint on rural telecommunications and on legislation 
that is being drafted and we would welcome any further sugges- 
tions or thoughts you might have. 

At this point I will declare the hearing adjourned. 

[Whereupon, at 1:07 p.m., the subcommittee adjourned, to recon- 
vene subject to the call of the Chair.] 
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BRINGING THE INFORMATION AGE TO RURAL 

AMERICA 



WEDNESDAY, FEBRUARY 7, 1990 

House of Representatives, 
Government Information, Justice, 

and Agriculture Subcommittee 
of the Committee on Government Operations, 
. Washington, DC. 

ool; 6 d U u mm l t T tee met ' Pursuant to notice, at 9:30 a.m., in room 
2247, Rayburn House Office Building, Hon. Robert E. Wise Jr 
(chairman of the subcommittee) presiding. 

rirST?: I !.T^I^ ive8 J , Rob ?. rt E - Wise ' Jr -' GIenn English, 
tinra McCandless. Steven Schiff, and Ileana Ros-Leh- 

Also present: Audrey Bash kin, professional staff member; Aurora 
ugg, clerk; and Monty Tripp, minority professional staff, Commit- 
tee on Government Operations. 

Mr. Wise This hearing of the Subcommittee on Government In- 
formation, Justice, and Agriculture will come to order. 

This is a public hearing on cable television in rural America 

1 thank those of you, some of whom have come long distances to 
be here; some of you have come short distances but it was an incon- 
venience on your time and I greatly-the subcommittee greatly ap- 
preciate your interest in participation. 

Last June and October, the subcommittee held the first two in a 
series ol hearings on rural telecommunications issues. The subcom- 
mittee explored ways in which advanced telecommunications can 
benefit rural America and it looked at legislative proposals to 
employ new telecommunication technologies as partner of broader 
rural development efforts. 

With this third hearing we will examine an aspect of telecom- 
munications technology that many Americans have come to take 
for granted-cable television. Cable TV began as a rural service. In 
its early years, cable was intended primarily to transmit broadcast 
television to people living in out-of-the-way locations. Since those 
days, cable service has evolved to become a sophisticated source of 
entertainment and information programming 

With its evolution cable has attracted much scrutiny, both on the 
Hill and off. The Federal Communications °xjm mission recently ini- 
tiated two mdepth proceedings examining rates for cable service 
and f the regulation of basic service under the "effective competi- 
tion standard. No fewer than 18 cable bills are pending before 
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Congress covering such issues as concentration in the industry, 
competition from telephone operators, rates, and regulation. 

These are all pressing questions and I'm pleased to see that they 
are receiving attention. But I'm concerned that once again the 
rural consumer is being lost in the shuffle. These issues must be 
resolved so as to ensure that all Americans participate in cable's 
evolution. Cable service means more to rural America. Off-the-air 
television and radio programming is less available to them than it 
is to city dwellers. Their entertainment, cultural, and educational 
opportunities are narrower. 

As one who resides in Clendenin, WV, and would have trouble 
receiving free over-the-air signals based on the mountain hollow we 
live in, I can testify personally to that fact. 

So it's important that when we evaluate whether to reregulate 
cable rates, we not forget to ask whether to do so would benefit 
small-town America. Would lifting the obstacles to telephone-cable 
crossownership speed the advent of new telecommunications tech- 
nologies in rural America? If so, what would be the cost to rural 
consumers? To help the subcommittee address these questions, I 
have asked rural cable and telephone system operators to give us 
their views. 

We will also hear from the director of the consumer advocate di- 
vision of the West Virginia Public Service Commission and from 
the Consumer Federation of America. 

Finally, representatives from the Federal Communications Com- 
mission and the National Telecommunications and Information Ad- 
ministration in the Commerce Department will testify. 

We look forward to this hearing, the start of what may be sever- 
al hearings. We tnink the issues that will be put forward are im- 
portant and will guide this subcommittee's discussions and delib- 
erations over the next few months. 

Once again I thank everyone for coming and would turn to Mr. 
McCandless to see if he has any opening remarks. 

Mr. McCandless. Thank you> Mr. Chairman. I do not have any 
prepared remarks. 

I would comment as you have outlined, there are 18 bills before 
Congress. Obviously that represents a high level of interest in the 
subject matter. And I commend you for bringing these hearings for- 
ward. Hopefully we can resolve some of the issues in one form or 
another to the mutual satisfaction of those who provide and those 
who use. 

Mr. Wise. Thank you, Mr. McCandless. 
Mr. Schiff, for any opening remarks. 
Mr. Schiff. Very briefly, Mr. Chairman. 

I just want to thank you for holding this hearing because as you 
pointed out in your opening statement, cable television has evolved 
from its original intent. It's now a major factor in urban areas. 
Even though New Mexico is largely a niral State, most of my dis- 
trict is in fact urban, in the Albuquerque area and the exact role of 
cable, especially with respect to government; is cable something 
that should be regulated by government? If so, what should be reg- 
ulated? Should it be franchised? Should rates be regulated? And if 
so, at what levels of government? These are becoming very signifi- 
cant issues in my district and I think in the Nation as a whole. 
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I'm interested in all inquiries about cable television. And I thank 
you for holding the hearing and thank the witnesses for coming 
Mr. Wise. Thank you, Mr. Schiff. 

We're also delighted to have the newest member of our subcom- 
mittee join us today, Congresswoman Ros-Lehtinen from the State 
of Florida. 

Ms. Ros-Lehtinen. Thank you. 

Mr. Wise. At this point our first panel will be Billy Jack Gregg, 
the director of the consumer advocate division of the public service 
commission in West Virginia. And I might add that Billy Jack 
comes at a very opportune time since the State of West Virginia is 
presently considering in its legislature legislation that would at- 
tempt to regulate in some form cable operations and would attempt 
to structure that legislation to meet the effective of competition 
standard as promulgated by the Federal Communications Commis- 
sion and also Gene Kimmelman, the Legislative Director of the 
Consumer Federation of America. 

Gentlemen, we have a policy for all witnesses in front of the sub- 
committee, so as not to prejudice any person who may ever testify 
before this subcommittee, of swearing in all witnesses. 

Do you have any objections? 

[No response.] 

Mr. Wise. If you would stand and raise your right hands. 
[Witnesses sworn.] 

Mr. Wise. Thank you. If you would begin, Mr. Gregg. Incidental- 
ly, your statements m their entirety will be made a part of the 
record so feel free to summarize them any way you wish. 

STATEMENT OF BILLY JACK GREGG. DIRECTOR. CONSUMER AD- 
VOCATE DIVISION. WEST VIRGINIA PUBLIC SERVICE COMMIS- 
SION 

Mr. Gregg. Thank you, Mr. Chairman, members of the commit- 
tee. 

My name is Billy Jack Gregg. I'm director of the consumer advo- 
cate division of the public service commission. 

I'm here today to tell you principally about the results of a rate 
survey which my office has performed for the last 2 years. 

Since this hearing is centered upon the effects on rural America 
of cable television, 1 thought I'd tell you a little bit about West Vir- 
ginia. 

West Virginia is probably one of the most rural States east of the 
Mississippi. We have a declining population of less than 2 million 
pe0 ?il e- Ia .rgest Clt y is n Qt over 65.000 people. Ironically, howev- 
er, West Virginia has one of the largest penetrations of cable sub- 
scnbership in the Nation. 

Right now the national average is around 57 percent subscriber- 
ship to cable systems; whereas in West Virginia some 500,000 
households out of a total of 750,000 households in the State pres- 
ently have cable. H 

This is for a number of reasons, one of which was referred to by 
Chairman Wise in his opening statement: Because of our moun- 
tainous terrain many of our residents cannot get any TV reception 
or quality TV reception. K 
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I know that a number of people can, perhaps, get one station and 
get shadows of two or three others without cable. 

Tn addition, there is an area of the State, the eastern part of the 
State, that is under an area of radio silence because of the national 
radio observatory at Greenbank. 

Because of these factors, we were one of the first States to have 
cable television systems. They were introduced in the early 1950's. 

Presently even though we are a rather small State population- 
wise and even though we do not have many large metropolitan 
areas, there are over 200 separate cable operations in the State. 
That's an average of about one cable company for every 10,000 resi- 
dents of the State. 

Cable is very important for the residents of West Virginia. We 
have a disproportionate percentage of older, retired, and disabled 
citizens in our State who depend upon television as entertainment 
and their outlet to the world. They also depend upon the telephone 
for the same thing. 

Because cable television is perceived by our citizens as very im- 
portant to their lives, it has become a hot topic in West Virginia. 

In the past few years the number of complaints concerning cable 
TV to my office, to the public service commission, letters to the edi- 
tors of the various newspapers around the State have increased 
greatly. 

The nuyor complaint has been the level of rates fox cable televi- 
sion. 

Because of this and because there was no central clearinghouse 
for information— there's presently no State regulatory body which 
has oversight over cable rates — my office undertook to do a survey 
Qi cable rates in West Virginia which shows as the starting point 
for the survey, 1986, the first year of effective deregulation under 
the 1984 Federal cable bill 

We found that since 1986 cable rates in West Virginia have risen 
45 percent. The number of channels offered has risen 41 percent 
During the same period of time inflation was approximately 14 per- 
cent and utility rates in our State actually declined. 

We compared the cable rates in West Virginia to those attaining 
in surrounding States: The States of Virginia, Ohio, Kentucky, 
Pennsylvania. We found that West Virginians pay more per month 
for fewer channels than do residents in surrounding States. 

It should be pointed out that most of these cities in surrounding 
States were in larger metropolitan areas. 

So if you can define West Virginia as, per se, a rural State, then 
it would be a fair assumption to say that the rates for those rural 
customers are higher for less than they are in urban areas. Howev- 
er, in our survey we found no correlation between the size of the 
cities served in West Virginia and cable rates. Indeed, the cheapest 
cable rates in West Virginia were in Lewisburg in eastern West 
Virginia, a relatively small city. And some of the highest rates 
attain in Charleston, which is the largest metropolitan area. So 
there doesn't seem to be any correlation there. 

Now I'd like to tell you a little bit about the cable regulation bill 
that's presently pending before the State senate. It passed second 
reading yesterday and will probably be passed by the full senate 
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today on third reading. That bill attempts to fully regulate at the 
State level cable to the extent allowed by Federal law. 

Obviously because of the PCCs "effective competition" defini- 
tion, we are very limited in regulating rates if this bill is passed. 
However, passage of the bill will create a structure within the PSC 
such that if the FCC's definition of "effective competition" is ever 
changed, we'd be in a position to regulate rates or if the Federal 
law is changed, we'd be in a position to regulate rates. 

In addition, we would be able to establish billing, quality of serv- 
ice, and other types of standards on a statewide basis. We would 
also provide a statewide clearinghouse for complaints which would 
have an impact on decisions on whether to renew franchises, to 
allow transfer of franchises to particular entities. 

One of the problems that has followed this bill is the fact that we 
would be, as far as I can tell, one of the first States going from the 
present city franchise type of regulation to a State regulatory 
system. 

There are presently six States which regulate cable television, 
but apparently the State scheme was imposed from the beginning 
and cities did not enter into it, or if they did, it was only after the 
State already had control. 

One of the problems is that under Federal law cities or the fran- 
chising authority can charge up to 5 percent franchise fees. The 
cities do not want to lose the revenue stream which they are cur- 
rently getting from those franchise fees. So an accommodation has 
had to be made in the bill grandfather in those franchise fees to 
allow the cities to continue to receive the same amount they're re- 
ceiving now 

One of the other interesting phenomena that has occurred is that 
there really is only a fairly small area of the State in which there 
is any franchising authority at all. 

In unincorporated areas of West Virginia where cable is offered, 
counties do not act as the franchising authority. And since the 
State does not act as the franchising authority, there is effectively 
no franchising authority that exists only in incorporated cities in 
West Virginia. Because of very limited annexation powers in West 
Virginia, the area that is incorporated for each citv tends to be 
rather small. 

I would urge this committee and the full Congress to consider 
amendments which would allow regulation of cable television rates. 
And I also would urge that the control and focus of that regulation 
be left to the individual States under general guidelines promulgat- 
ed by the Federal Government. But I believe that regulation tha~t is 
closer to the people is more effective regulation. 

Thank you. 

[The prepared statement and survey and comparison of basic 
cable television rates of Mr. Gregg follow:] 
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CONSUMER ADVOCATE DIVISION 
STATE OF WEST VIRGINIA 
PUBLIC SERVICE COMMISSION 

7th Floor. Union Building 
723 Kanawnt Bou!»v»rd. fcist 
Ch*rl«ton. West Virginia 25301 
(304) 348-0523 



February 7, 1990 

STATEMENT OF BIUY JACK GREGG 
DIRECTOR, CONSUMER ADVOCATE DIVISION 
WEST VIRGINIA PUBLIC SERVICE COMMISSION 
TO THE GOVERNMENT INFORMATION SUBCOMMITTEE 
U.S. HOUSE OF REPRESENTATIVES 



Honorable Chairman and Members of the Committee: 

I am Billy Jack Gregg, Director of the Consumer Advocate Division of the 
West Virginia Public Service Commission. I am here today to tell you about 
the cable television industry in west Virginia and to present the results of a 
survey of cable television rates in West Virginia performed by my office. 

West Virginia has a declining population of under 2 million people, and 
is one of the most rural and mountainous states east of the Mississippi. No 
city in West Virginia has a population of more than 65,000. Because of the 
mountainous terrain, over-the-air television reception in many areas is 
limited or non-existent. In addition, a large section of the state is under 
"radio silence" because of the National Radio Observatory at Greenbank. As a 
result West Virginia was one of the first states to see the introduction of 
cable television systems In the 1950's. At the present time, 200 cable 
companies provide service to approximately 500,000 households out of a total 
of 750,000 households in the State. This penetration level of 66* is above 
the national average of 57% reported by the GAO in August 1989. 
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Currently* no State a9ency 1n West Virginia has regulatory oversight of 
the cable industry. However* Informal complaints to our office, letters In 
newspapers across the State reflecting consumer concern about the cost and 
quality of cable service, and the lack of useful information on the subject 
prompted our office to undertake a survey of cable rates in West Vlrglna and 
nearby states. The first survey was performed last year, and the response to 
that survey made us decide to make It an annual event. 

The Consumer Advocate Division recently released the results of its 
second annual survey. I have attached a copy of that survey to this 
statement. 

The CAD survey 1s divided mto two parts. The first shows the change in 
the number of channels offered and the basic rates charged by cable companies 
In twelve West Virginia cities from 1986 (the first year of cable rate 
deregulation) through 1989. The second part of the survey presents a 
comparison of rates within West Virginia as well as a comparison of rates 
charged in Charleston and Huntington (the two largest cities in west Virginia) 
with rates charged 1n cities 1n nearby states. 

The survey shows that from 1986 (the first year of cable rate 
deregulation) through 1989 the average number of basic service channels 
offered In West Virginia went up m % from 17 to 24 channels, while average 
monthly rates 'excluding franchise fees and taxes) climbed by 45*. from $10.20 
to $14.84. Inflation during the same period amounted to only 14. 2%, while 
rates for utilities (electric, gas and telephone) 1n the West Virginia 
actually declined. 

Lewlsburg had the lowest cable rates in the itate at $9.54 a month, while 
Milton had the highest at $19.03. Both of these cities are relatively small. 
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On a rate per channel basis (monthly rate divided by number of channels 
offered) Huntington had the cheapest monthly rate at 48* per channel, while 
Beckley was the most expensive at $1.15 per channel. Both of these cities are 
relatively large. It should be pointed out that the rate per channel 
comparisons are based on the lowest priced basic service. Almost all cable 
companies offered additional tiers of service (wore channels for a higher 
price) which result In a lower rate per channel, but a higher overall monthly 
rate. 

When compared with cities in nearby states, cable television in West 
Virginia is more costly and offers fewer channels. On average the non-West 
Virginia cities surveyed receive 26 channels for a cost of $14.26 a month, 
while West Virginians pay $15.72 a month for 24 channels. 

From a review of the two surveys 1t appears that in the past year West 
Virginia cable companies made progress in making additional channels available 
to viewers, but at a price. While the average number of channels Increased 
from 21 to 24, the average monthly rate in west Virginia climbed by $1.76, or 
13%. The result 1s that West Virginians continue to pay higher rates for 
fewer channels than cable customers in surrounding states. 

Dissatisfaction by consumers with the quality of service and with the 
large increases 1n rates has led to attempts tc regulate the cable Industry at 
the State level. A cable regulation bill was reported favorably out of 
coamittee last week and is currently pending before the full State Senate. 
Although the bill attempts to regulate all areas not precluded by Federal law, 
without a change 1n Federal law, the State cannot regulate cable TV rates, the 
ma'n area of consumer concern. I urge this Committee to consider amendments 
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to the 1984 Cable Act which would allow a greater State role in controlling 
basic cable rates for the benefit of consumers. 
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SURVEY AND COMPARISON 
OF 8ASIC CABLE TELEVISION RATES 
IN WEST VIRGINIA AND NEARBY STATES 



JANUARY 1990 



Consumer Advocate Division 

West Virginia Public Service Comnission 

700 Union Building 

723 <anawha Boulevard, East 

Charleston, West Virginia 25301 

Billy Jack Gregg, Director 




ERJ.C 



255 



For the second y ear in , row. :he Conswn , r ^ ^ ^ 

Virginia Public Service Co«,„ion has conducted a survey of bas,c cable 
television rates ,„ Hest Vlrgmu ana nearby JtatM The ^ Qf ^ 
survey are presented In the five pages of tables attached to this 
introduction. The survey 1, divided into tw, W rts: the f| r „ showing 
Change .n rates and channels offered fro* 1S8S through 1989; the second 
coring rates paid In January , W Q. All rates shown In the survey are for 
the cheapest basic service .„.„„,. to a no™i customer. ln Edition. the 
survey does not make any qualitative analysis of the channels 0 fW n 
merely set, forth the total nunber of channels offered under th, basic rates. 

Page 1 o' the survey revved rates charged and 0 „ trM f(| 

twelve west Virginia dtles for the years l985 . lm , lm ind 1M9> ^ 
cities were chosen to provide a geographic and denograohic cro SS -s e ct1on of 
the State. :?86 was chosen as th e starting point for this survey S inr, ,. 
the first year cable rates wore effectively deregulated under ,„« Federal 
Cable Cc**»Kar.o«s Policy Act of ;g 8 4. Th e „„, two columns on paoe 
sno. the percentage change In rates ana channels offered over the four year 
per.od far each city. Fax, 1986 to 1589 t he statewide average number of 
Channel offered increased 415. while ra0 nth, y rates C Hn,bed 4 5J . 0 ur,„ g 
last year the average r.umoer of channels Increased fro<n Zl to 24 (14$ 
increase), while the average monthly rate rose $1.75 (U S increase). Cable 
rates refined unchanged last year only «, LewlsbuP9 . Beckley> ^ 
Mart1ns&urg. 

It should be noted that dur,„ g the study period franchise fees (fees 
chafed by cities! ana sales tax rates changed. For consistency, s4ke t* 
rates shown on page . of the survey do not include local franchise fees or 
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from those actually paid by customers. The rates shown on the second part of 
the survey, pages 2 through 5. do include fees and tms and reflect what a 
cable subscriber actually pays for basic service. 

Page 2 of the survey compares the basic rate paid 1n each of the twelve 
cities In January 1990 and ranks the cities with number 1 being cheapest and 
number 12 most expensive. The rankings shown on this page are not affected by 
the number of channels offered. As shown on page 2, lewlsburg had the lowest 
basic rate of the cities surveyed, and Milton the highest. Lewlsburg was the 
lowest-cost city for the second year in a row. Basic rates 1n lewlsburg have 
not changed since 1986* 

Page 3 of the survey compares the basic rates in a different way by 
ranking the monthly rate per channel paid (basic rate divided by number of 
channels). This method of comparison takes account of th number of channels 
of*e**ed, a't^ouoh n ot the type or Quality. Under this method of ranking, 
Huntington had :*e lowes: rate pe* cnar.nel, while Beckley had the highest. 
Pace 3 also presents t*^ statewide average numbe*" of channels offered, average 
Monthly rate and average rate per channel for the cities surveyed. 

Page A of the survey presents January 1990 cable rate's for Charleston and 
Huntington, West Vlrgma In comparison to basic rates In eight cities in 
surrounding states. T^ee different caHe companies are shown for Columbus, 
Ohio since no one cable company serves the entire city and each has Its own 
distinct franchise area. The rankings on page 4 are shown on the same basis 
as those on page 2. that is. only monthly raws and not number of channels are 
considered. On this bar Is, the cheapest rates shown are 1n Lexington, 
Kentucky, Cincinnati, Ohio, and Roanoke, Virginia. The most expensive are In 
Columbus, Ohio. Eased on this comparison of monthly rates, cable 1n 
Charleston and Huntington has become relatively cheaper. Last year Huntington 
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and Charleston ranked 3th an d Uth respectively. . M i« t M, year P „„ 1n 
those cities were the 5th and 6th cheapest. 

Page 5 r Sn *s Charleston. Huntington ,„d the cities <„ surrounding «ates 
en the sane basis as shown on oage 3. that 1s. monthly rate per chann.l. 
Under this n*u,od of comparison Cincinnati. Ohio and Pittsburgh. Pennsylvania 
have the cheapest rates. rtil, Columbus. Qhi 0 still has the h,gnest. P ige S 
also presents the average number of channels offered, average monthly rate ana 
average rate per channel for the non-West Virginia cities Su-veyed. A 
comparison of the W.st Virginia averages shown „n page 3 with the average for 
non-u e ,t Virginia cities shown on page 5 indicates that u«s-: Vir,in1, cable 
companies of'er 8*. fewer channels at a basic ninthly rate which t, lot hi gher . 
The result Is a rate per channel which 1s 201 higher than in surrounding 
states. 
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1. Berkley 

2. Qiarleiton 

3. Clarksburg 

4. luitlnotnn 

5. Urrtcane 
Hilton 

6. Keyser 

7. lewishrg 
6. M»rtlnsburg 
9, Morgan tooi 



BA&icftwuiY cau mrvisim rates in kst Virginia 1966-1909 

]9G8 



CflfW 
Tel ecable Corp. 

Capitol Cable 

Clartetwg Cable 

Cwitury Cable 

Trlax Cablevlsion 

Telsnwiia Corp. 

Telaradfa Corp. 

Invert Cable 

Century Cable 



1986 

ft* 

OW*flS RATE 



10. Mbundsvllle TCI, Inc. 

11. Parkersburg TCI » Inc. 

12. Wheeling TCI, Inc. 

AVERAGE 

* Will go to $17.50 for 4u channels 

it, )Vs\ - 1992. 



U 

23 
12 
IS 
12 
12 
20 
20 
28 



$9.95 
$6.85 

$i?.00 
$9.45 

$12,05 
$9.50 
$9.00 

$12.% 
$fi.40 

$10.00 

$12.00 



17 



$10.20 



1987 
QWfflS 



19B9 



#0F 



I Of 



18 

24 
76 
1? 
16 
)? 
20 
20 
30 
24 



20 



MTE OKMtflS RATE QWffii f^JL 
$10.95 U $U.9S 11 11.95 



$il,38 
$13.00 
$12.95 
$13.95 
$13.75 

$9.00 
$12,95 

$9.95 
$13.00 
$14.29 
$13.00 



$12.35 



NOTE: Rates *> «»t Include 
franchise ft"* dul salt** lax 



19 

25 
31 
17 
16 
1? 
20 
20 
30 
25 
25 



21 



$11, ?8 
$14.00 
$13.95 
$13.95 
$13.75 

$9.00 
$15.00 

$9.95 
$15.00 
$15.00 
$14.00 



$13.08 



19 

?9 
31 
3? 
19 
12 
20 

3? 
25 
2S 



24 



14,35* 

15.50 
13.9^ 
17.95 
15.00 
9 Of) 
15.00 
13.50 
17.65 
17.75 

J&S2 

14.64 



X QiVfiE 1906- 10R9 
QlMClS RATE 



20X 
109X 

43X 

ia 

16X 
61X 
77X 



73* 
76* 
153X 
1131 

sax 
ox 
ox 

4SX 

in 



4 IX 



SOUCE : CfHSNEA AZMXATfc DlVlStCN 
MfST VIRGINIA P r X 



38X 



45X 
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Page 2 of 5 



COMPARISON OF CURRENT RATES 
F OR 3ASIC CA8LE tW WEST VIRGINIA 

3WiuaAV isso 



COMPANY CHANNELS 



1 

i . 


Le*1sburg 


Telercedia Corp. 


12 


$ 9.54 


c • 


Beckley 


Telecable Corp. 


11 


12.67 


3. 


Morgan town 


Century Cable 


29 


14.5a 


4. 


Huntington 


Century Cable 


31 


14.79 


5. 


Keyser 


Telemedta Corp. 


19 


15.90 


5. 


Charleston 


Capitol Cablevislon 


19 


15.97 


7. 


Clarksburg 


Clarksburg Cable 


29 


16.43 


3. 


Marti nsburg 


Inwood Cab 1ft 


20 


16.46 


9. 


Wheel 1ng 


TCI, Inc. 


25 


18.32* 


10. 


Mounds v 1' lie 


TCI, Inc. 


3? 


18.71* 


11. 


Parkersburg 


TCI » Inc. 


25 


18.82* 


12. 


Hurrkane 
Milton 


Trlax CablevUion 


32 


19.Q3~ 



* As of January 1, 1990, known as 'expanded basic service • "fu.v ^ < 
offers 6 less channels for a 40< reduction in Zl"/rn* C $erv1ce 

- Already effective 1n Milton, effects In Hurricane In Spnng of 1990. 

NOTE: Rates shown include local franchise fees and sales tax. 
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Pa$e 3 of 5 



COMPARISON OF SASIC CABLE TELEVISION 
IN WEST VIRGINIA 
RATE PER CHANNEL 
' JANUARY 1555 

# OF 



RATE 





CITY 


COMPANY 


CHANNELS 


RATE 


PER CHANNEL 


I. 


Huntington 


Century Cable 


31 


514.79 


$0.43 


2. 


Morgan town 


Century Cable 


29 


$14.53 


$0.50 


3. 


Clarksburg 


Clarksburg Cable 


29 


$16.43 


$0.57 


4. 


Noundsvllle 


TCI. Inc. 


32 


$18.71 


$0.53 


5. 


Hurricane 
Milton 


Tria* Cableviston 


32 


$19.03 


$0.59 


S. 


Wheeling 


TCI, Inc. 


25 


$13.32 


$0.73 


7. 


Parkersburg 


TCI, Inc. 


25 


$13.32 


$0.75 


8. 


Lewlsburg 


TelemedU 


12 


$ 9.54 


$0.30 


9. 


Martinsburg 


Inwood Cable 


20 


$16.46 


$0.82 


10. 


Keyser 


Telenedla Corp. 


19 


$15.90 


$0.34 


11. 


Charleston 


Capitol Cablevision 


19 


$15.97 


$0.84 


12. 


Seckley 


Telecable Corp. 


11 


$12.67 


$1.15 


AVERAGE OF WEST VIRGINIA CITIES 


24 


$15.72 


$0.66 


NOTE: Rates shown 


include local franchise 


fees and 


sales tax. 
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Page 4 of S 



COMPARISON OF WEST VIRGINIA 
BASIC CA8LE RATES TO THOSE IN 

NEARBY STATES 

JANUARY 1990 





CITY 


COMPANY 


# OF 

CHANNELS 


RATE 


1. 


Lexington, KY 


Telecable 


11 


S 5.15* 


2. 


Cincinnati, OH 


Warner Cable 


24 


$ 3.20 


3. 


Roanoke, VA 


Cox Cable 


16 


$ 3.95 


4. 


Pittsburgh, PA 


TCI, Inc. 


36 


$13.00 


5. 


HUNTINGTON, WY 


Century Cable 


31 


$14.79 


5. 


CHARLESTON , WV 


Capitol Cablevision 


19 


$15.97 


7. 


Richmond, YA 


Continental Cable 


30 


SIS. 15 


a. 


Charlotte, NC 


Cablevision 


38 


$15.25 


9. 


Ashland, KY 


Dimension Cable 


27 


516.45 


10. 


Columbus, OH 


wamer Cablevision 


12 


$16.95 


u. 


Columbus, OH 


All-Aiwrlcan Cable 


29 


$19.45 


12. 


Columbus, OH 


Coaxial Communications 


40 


$22.50 



♦CalK-d "Lifeline Service* although there are no income requirements for subscription. 
NOTE: Rates shown Include local franchise fees and sales taxes. 




262 



Page S of S 



COMPARISON OF WEST VIRGINIA 
BASIC CABLE KATES PER CHANNEL TQ 7HQ$£ IN N EARBY STATES 
JANUARY 1990 ~ 



CITY 



COMPANY 



# OF 
CHANNELS 



RATE 



RATE 
PER CHANNEL 



1. 


Cincinnati, OH 


Warner Cable 


24 


$ a.ao 


$0.34 


2. 


Pittsburgh, PA 


TCI, Inc. 


35 


$13.00 


$0.^6 


3. 


Charlotte, NC 


Cablevlsion 


33 


$16.25 


$0.43 


4. 


Lexington, KT 


Telecable 


n 


$ $.15 


$0.4? 


5. 


HUNTINGTON, WV 


Century Cable 


31 


$14.79 


$0.48 


6. 


Richmond, VA 


Continental Cable 


30 


$16.15 


$0.54 


7. 


Roanoke, VA 


Cox Cable 


IS 


$ 3.95 


$0.56 


8. 


Columbus, OH 


Coaxial Communications 


40 


$22.50 


$C56 


9. 


Ashland, XT 


Dimension Cable 


27 


$16.45 


$0.61 


10. 


Columbus, OH 


All-American Cable 


29 


$19.45 


$0.57 


11. 


CHARLESTON, WV 


Capitol Cablevlsion 


19 


$15.97 


$0.84 


12. 


Columbus. OH 


Warner Cable 


12 


$16.45 


$1.37 



AVERAGE OF NON-WEST VIRGINIA CITIES 



26 



$14.26 



$0.55 



NOTE: Ra^es shown Include local franchise fees and sales taxes. 
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Mr. Wise. Next we will hear from Mr. Gene Kimmelman, Legis- 
lative Director for the Consumer Federation of America. 

STATEMENT OF GENE KIMMELMAN, LEGISLATIVE DIRECTOR, 
CONSUMER FEDERATION OF AMERICA 

Mr. Kimmelman. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, on behalf of 
the consumer federation I appreciate this opportunity to testify 
before you about cable television. 

I'm going to speak both about the general concerns consumers 
have about cable TV and rural concerns. They tend to mesh. There 
are a few peculiarities about rural consumers I'll point out but in 
general they are very similar. 

As a general matter, we may be a little embarrassed by how 
much television we watch. The American people may not like to 
talk about it too much but it is quite clear from surveys, from 
market analyses, that television, particularly the package of serv- 
ice that's available over cable TV today has become essential to our 
way of life. 

To receive most important news, national and local information, 
to receive educational programming, important cultural program- 
ming, to see the Congress in action, to receive sports and other en- 
tertainment programming, one must have cable television in the 
United States of America or some other technological means of de- 
livering a similar package of services. 

It has become virtually essential to everyday life in the view of a 
majority of American consumers. 

But there are problems in the cable industry and Yd like to 
speak today about three fundamental problems. 

One is that on the local leve^ virtually everywhere cable is a mo- 
nopoly. 

Second, that there are packages of monopolies that are growing. 
There is horizontal concentration among a few firms who are con- 
trolling access to a large percentage of American cable television 
subscribers. 

And third, the cable TV industry has been integrating vertically 
into programming; controlling some of the most popular, some of 
the most essential programming that it itself decides to offer over 
its systems. 

Now, I'd like to talk a little bit more indepth about each of these 
problems and what we believe at the consumer federation that 
Congress needs to do to address these concerns. 

First of all, after Congress passed the Cable Act in 1984, the FCC 
decided that where there were three over-the-air signals that there 
was effective competition to a cable system and no local govern- 
ment or State government could regulate basic cable rates. 

The results have been quite predictable. 

Cable rates have gone up on average at least two to three times 
the rate of inflation since deregulation. Maybe not astronomical, 
maybe not terrible, but compared to the era of regulation, a terri- 
ble trend we believe. 
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During regulation, basic rates never went up even as much as in- 
flation: On average, less than two-thirds the rate of inflation and 
now running two to three times the rate of inflation. 

I noticed this morning that cablevision in the District of Colum- 
bia is raising its rates now about twice the rate of inflation this 
year. 

We expect that because there is no alternative to cable, there is 
no market constraint against these rate increases. And that's a 
major problem. 

It turns out the FCC probably looked at the wrong factors when 
it decided to deregulate. It's not a question of getting one or two 
signals or three signals or four signals over the air. 

It's not a question of whether you can go to the movies. We all 
know that we can do that. 

The problem is that the market for cable is the package of serv- 
ices all combined, put together, including the networks, including 
independent stations, public stations, plus the movies, plus other 
entertainment, plus sports and educational programming. It's that 
package for which there is no competitive alternative. 

In looking at nationwide data on the cost of cable systems, the 
cost to run them, operate them, reasonable returns, including pro- 
gramming costs, versus the price that they provide in the market- 
place today, it's quite clear that * .ere are excesses in the cable in- 
dustry. 

Our data show that if cable were subject to full comvtitive 
forces or regulated to mirror what a competitive market would pro- 
vide, American consumers would be saving about $6 billion on 
cable revenue per year. Rates would be down about 50 percent 
from what they are. And we believe that needs to be addressed. 

The other problems that I mentioned, horizontal concentration 
and vertical integration, relate to the cable industry's efforts to 
thwart competitive entry, to thwart effective competition to their 
services. 

This has been done in the horizontal area by a couple of large 
firms, particularly TCI and ATC, which is owned by Time, Inc., 
which have bought up local systems. And because they control 
access to so many cable subscribers, they can dictate to program- 
mers the terms and conditions under which programming is of- 
fered; effectively the price, whether it's offered, whether there have 
to be exclusivity arrangements, whether that programming can be 
made available to anyone else in the community who wants to com- 
pete with the cable operator, and importantly, to anyone who 
doesn't want to come in the community but wants to oner service 
somewhere else. 

This type of arrangement has denied service to certain American 
consumers and has limited availability of certain cable services. 
This trend is ongoing. It's a tremendous danger to diversity of in- 
formation over cable systems and the ability of those who do not 
have cable systems to receive programming from an alternative 
technological means. 

The cable industry has also moved into the programming busi- 
ness itself. There is a tremendously complicated interlocking web 
now of who owns the most popular programming. Not surprisingly 
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it's predominantly cable operators who have bought into this pro- 
gramming. 

The result is similar to the horizontal area: Efforts to deny po- 
tential competitors the availability of the programming that the 
American people want to see. 

Why would a cable operator do this? Why would a vertically in- 
tegrated company want to do this? 

Well, it's quite simple. 

If they can reap extra profits by being the only company in the 
market, why would they make their programming available to 
anyone else? 

If they can continue to demand prices in the marketplace that 
far exceed their costs, their monopoly is protected and under the 
FCCs rules, there is no regulation of their prices. 

Now, a number of ideas has been proposed about how to address 
these three problems. 

I'd like to talk first about one that we have some concerns about 
and then our own proposals. 

A number of telephone companies have suggested that they 
could be potential competitors to cable systems. We believe that 
may be so down the road but there are a number of problems with 
that right now. 

First of all, copper technology in the telephone system, the 
copper that's in the system today is not usable for broad-band video 
service. It's not capable of providing video signals like the coaxial 
cable is. 

Telephone companies would have to engage in a massive invest- 
ment, most likely it would be in fiber optic cable, just to be able to 
o#*r video signals. This would be quite costly. 

We've just completed a study, Mr. Chairman, which I'd like to 
submit for the record which looks at this issue, among others, 
about the information age from the consumer perspective. 

Mr. Wise. Without objection that will be entered as part of the 
record, hearing no objections. 

[Referenced information, "Expanding the Information Age for 
the 1990's: A Pragmatic Consumer Analysis" is contained in the 
subcommittee files.] 

Mr. Kimmelman. We find that in the State of Florida where 
Southern Bell has made such a proposal to move quickly to fiber 
optics to be able to offer video signals, that the speedup costs, if 
applied nationwide, would add $250 billion worth of costs to tele- 
phone rate payers. 

Now, looked at in a very general way, that would mean that 
today's telephone customers on average would have to pay about $5 
a month for 33 years to pay to speed up implementation of a fiber 
optic investment in the telephone network to be able to offer the 
very same service that cable offers today. 

And another important problem related to that would be service 
would not be available in general until the turn of the century 
anyway. 

So we could see continued overpricing of cable service in the in- 
terim plus increases in telephone rates. 
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We believe it's very important to look particularly at rural con- 
cerns from the perspective of what is the least cost technology to 
provide the services that rural consumers need and want. 

Prom our own analysis we believe that regulating cable rates 
and regulating telephone rates where that equipment is already in 
place is the most cost effective way to go. 

Where it has been too expensive to provide cable service over a 
wire, it appears to us that satellite technology may be the least 
cost technology and that rather than move into a wire line ap- 
proach as a generalized pattern, we ought to look to what is the 
least cost approac! 

The key is to make the programming available to the satellite 
distribution system under the same fair terms that the cable indus- 
try receives it. 

It doesn't matter what the medium is, it's the end product that 
the consumer wants and it needs to be at a fair price. 

We believe, Mr. Chairman, that it's time for Congress to act and 
fine tune the 1984 Cable Act to address these concerns. 

We need Congress to redefine "effective competition 0 to include 
the entire package of services that consumer so clearly want and to 
make sure that those services are provided at a fair price. 

We think it's time for Congress to make sure that cable does not 
have too much control over a broad subscribership base-around the 
country so as to limit the availability of programming to alterna- 
tive technologies or the breadth of programming over those sys- 
tems and to ensure also that cable makes these programs available 
to the satellite distribution systems so that we could possibility 
have competition down the road. 

We have supported H.R. 8826, which was introduced by Congress- 
man Cooper from Tennessee and Congressman Shays from Con- 
necticut, which addresses these problems. And we urged you to 
look at this legislation and other pieces of legislation to consider 
fine timing the Cable Act of 1984. 

Thank you very much. 

[The prepared statement of Mr. Kimmelman follows:] 
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ConsumerFederationofAmerica 

* STATEMENT OP GENE KIMMELMAN 
LEGISLATIVE DIRECTOR, CONSUMER FEDERATION OF AMERICA 
On Consumer Concerna About Cable Television 
Before the Government Information, Justice, and Agriculture Subcommittee 
of the House Committee on Government Operations 
February 7, 1990 

Recent developments in the cable television market make it 
clear that the goals of the 1934 Cable Communications policy .t 
cannot be achieved unless Congress fine-tunes the Act. Growing 
consumer demand for the package of video services offered by 
cable, coupled with increased concentration and vertical 
integration in the cable industry, in an environment of 
inadequate regulation, has resulted in excessive cable rate 
increases and inadequate service. 

Tlie Consumer Federation of Ameiica (CFA)l believes Congress 
must act immediately to bring cable rates and industry practices 
in line with today's market conditions. We therefore support 
H.R. 3820 , the "Cable Television ; jnsumer Protection Act of 
1989, * sponsored by Representatives Jim Cooper (D-TN) and 
Christopher Shays (R-CT), which would ensure that cable rates ate 
reduced to a reasonable level and promote program diversity and 
service quality. 



1 Founded in 1968, CFA is the nation 1 largest consumer 
advocacy group, composed of over 240 state and local affiliates 
representing consumer, senior citizen, low-income, labor, farm, 
public power and cooperative organizations. 

1424 16th Slreel. N W SuMe 504 • Washington DC. 20036 • (202} 3u7-6l21 
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THE CABLE MARKET 

While Congress may hav* dealt with many of yesterday's 
problems in the 1984 Cable Act, it did not anticipate the 
combination of lax regulation, changing consumer demand and 
industry concentration that have undermined the Act's goals. 
More and more consumers want the package of video services that 
cable offers yet must pay excessive rates to a cable operator who 
monopolizes local markets by thwarting potential transmission and 
programming competition. If vigorous competition had developed, 
as the Cable Act envisioned, or its surrogate in monopolistic 
markets — effective rate regulation ~ were imposed, consumers 
would be paying about half of what they are charged today for 
cable services. 

Consumer Demand 

Television has become the premier source of information and 
entertainment for the American people, and cable plays an 
increasingly important role in meeting viewing needs. On 
a erage. consumers watch seven to nine hours of television per 
day, 2 an d recent surveys show that demand for cable is rising 
because of the attractive package of news, sports, cultural, 
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educational, entertainment, and specialized movie programming 
that cable offers. 3 

As cable television becomes more fundamental to everyday 
life, it takes on the attributes of services consumers consider 
necessary to function in modern society. Despite significant 
rate increases, cable subscribersrup has been steadily growing, 
reflecting increased income and an inelasticity of demand similar 
to basic phone service. 4 with the national networks — ABC, CBS, 
and NBC — bundled into a basic cable package of services, 
television has catapulted far beyond newspapers and radio as the 
American peoples 1 primary source of news, and consumes a growing 
percentage of leisure and entertainment expenditures. 5 As a 
result of this strong demand for the services t ^at cable packages 
together — news, entertainment, information and sports — 
consumers increasingly view cable as essential to meet their 
video needs* 



Competition for Offering video Services 



Despite this healthy consumer demand for a broad package of 
video services, there is virtually no head-to-head competition 
between cable companies in local markets. 6 In addition, th*?re is 

3 Kimmeiman, at 20. 

4 Kimmeltuan, at 25. 

5 Kimmeiman, at 22-23. 

6 Kimmeiman, at 13. 

3 
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very little competition from other technologies that could offer 
packages of video services similar to cable, like satellite dish 
(TVRO) or wireless cable. 

This lack of competition results from an aggressive cable 
industry strategy tc monopolize the local video market. Many 
cable operators, acting in concert with affiliated owners of 
video programming* have engaged in vigorous anticompetitive 
actions to prevent head-to-head competition. 

For example, many vertically integrated cable companies deny 
potential competitors access to consumers and programming or 
overcharge for and restrict the use of programming that is made 
available. 7 National Telecommunications and Information 
Administration (NTIA) data clearly demonstrate that American 
Television & Communications Corporation <ATC)r the nation's 
second largest cable company, discriminates against its major 
rival Viacom by favoring the programming of its affiliates HBO, 
Cinemax, USA and Black Entertainment Network. 8 Similarly, Viacom 
favors the programming of its affiliates over non-af f il iates .9 

WTIA data also show that the nation's largest multiple 
system operator (MSG), which controls access to the largest 
viewing audience, Tele-Communications tnc. (TCI)r exercises its 
market power over programmers by limiting programmers* access to 
TCI subscribers Ci*e., TCI offers fewer programs to its 

7 Kimmelman, at 14. 

8 Kimmelman, at 16-17. 

9 Kimmelm?'., at 16-17. 
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subscribers than smaller cable operators, saving on the cost of 
programming, ii,creasing profits and leveraging programmers into 
preferential arrangements for TCI). 10 

Allegations of anticompetitive cable practices are not 
limited to industry critics. Earlier this year, cable operator 
Viacom and its affiliated programmer Showtime Networks Inc. (SNI) 
filed „ n antitrust lawsuit against its largest chain of 
affiliated competitors — Time, Inc., HBO, ATC and Manhattan 
Cable — alleging a litany of discriminatory practices. Viacom's 
complaint speaks for itselfs 

This is an action to recover monetary damages and 
obtain injunctive relief arising out of the illegal, 
anticompetitive and monopolistic activities of defendants 
Time Incorporated (-Time*), Home Box Office, inc. ("HBO, 
/.'^•f Am * rlcan television s, Communications Corporation 
( ATC ) and Manhattan Cable Television, inc. ("MCTV"). 
Specifically defendants Time, HBO, inc., ATC and MCTV have 
violated and continue to violate the federal antitrust laws 
by engaging in integrated renes of predatory and 
exclusionary acts anc! strategies designed to increase the 
costs of their rivals, raise barriers to entry and 




federal antitrust laws include; 



i) monopolizing, conspiring to monopolize, and 
attempting to monopolize the market for pay 
television piogramming services 

ii) monopolizing and abusing their monopol * powei in 
certain local markets for cable television 

iii) monopolizing and abusing their monopoly power in 
certain local markets for cable television ts gain 
an anticompetitive advantage for defendant HBO, 
Inc. h.^rKe- for pay television programming 
services ... 



10 Kimmelman, at 15. 
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iv) entering into contracts and coercing others to 
enter into contracts in the market for pay 
television programming services **. 

(v) entering into an Agreement and Plan of Merger with 
Warner Communications Inc., the effect of which 
will be to lessen competition substantially or 
tend to create a monopoly in the market for pay 
television programming services, in the supply of 
other cable television programming, and in certain 
local cable markets, to entrench their monopoly 
power . . . 

Cable operators engage in similar discriminatory practices 
t^ thwart competition from technologies that could offer a close 
substitute to cable's vi^eo wire. Satellite dish and wireless 
cable services, which have a multi-channel capacity somewhat 
similar to cable, have been blocked out of numerous local video 
markets because video programmers affiliated with cable operators 
limit availability of their programming. 

For example, cable-affiliated owners of the most popular 
programming often refuse to deal with wireless cable or satellite 
dish service distributors, or block arcess to their programming 
by signing exclusivity arrangements with cable operators»ll 
Time. Inc., parent ot HBO, has been in the forefront of efforts 

to deny satellite dish and wireless cable service providers 

access to the most popular movie channel. 12 

While the cable industry argues that over-th^-ai r video 

signals, movie theatres and the movie rental (i.e., VCR) market 

effectively compete with cable's package of programming, this is 



11 Kimmelman, at 15-16. 

12 Kimmelman, a'» 15-16. 
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clearly not the case. The ^works, lndependents and aovieg do 
Off r partial substitutes for cable TV, however they cannot be 
packaged to compete head-on with cable. 

If consumers want to see their ejected representatives on 
C-S P ,n they must purchase cable. If they want a variety of 
sports, entertainment. cuItU ral and educational programing, they 
»ust purchase cable. One can. of course, attend S p or ting events, 
go to the theatre and rent movies at substantial expense, 
inconvenience, incurring significant transaction costs and 
wasting time. To argue that this limited alternative to cable is 
effective competition is a uttle like arguing that bicycles 
offer effective competition to automobiles. 

Concentration and Vertical Integration in the Cable Industry 

Many 0 f the anticompetitive practices described above have 
been made possible because of increased concentration and 
vertica! integration in the cable industry. The larg(?st caoie 
operators, like TCI and ATC, control access to such a la rge 
segment of the viewing public that they can extract concessions 
(i.e.. exercire monopsony power) itom programmers who desperately 
need to reach a large audience to cover their programming costs. 
Similarly, companies that control suppiy of the fflost extensive 
and popular packages of programming, like Time. inc. which owns 
HBO s„d Cinemux. extract concessions from all but the largest 
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cable operators <i.e., exercise monopoly power ), who rely on this 
•magnst" programming to attract subscribers. 

A complicated web of mergers, integration and joint ventures 
between these two largest cable operators and owners of video 
programming has increased opportunities for anticompetitive 
activities. TCI controls between a quarter and a third of cabl£ 
subscribers, and ATC has about a 15 percent market share. 13 TCx 
and ATC s parent Time, Inc. each own substantial shares of Cable 
Value Network, the Fashiwi Channel, Slack Entertainment Network, 
Cable Nevs Network, Turner Broadcasting and Headline News, 
accountirg for 47 percent of all subscribers, 23 percent of all 
basic service subscriptions and 67 percent of all pay services 
(See Exhibits X and 2). TCI and Time, Inc. avoid competing head- 
to-head in the marketplace by maintaining exclusive franchises 
and exclusive programming distribution. 

This web of relationship;; enhances market power for both 
firms and ceates huge barriers to entry for potential 
competitors. With two firms controlling access to so many 
subscribers and so much popular programming, potential 
competitors must be confident they can simultaneously finance 
entry into thv cable operation market and the programming 
business to ta<e on TCI and Time, Inc. — an extremely risky 
business venture that has not and is not likely to occur. 

Ironically the cable industry believes its diversification 
into programming is good for the American people, while siirilar 

13 Kimmelmar. , at 6-7. 
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lEXHIBIT 1: 

JOIMT VENTURES IN PROGRAMMING AMONG MAJOR CABLE INDUSTRY FZR„ S 



CABLEVISION SYSTEMS 
COMCAST — 



TELE-COMMUN I CAT I ONS 
INC. 



AMERICAN TELEVISION 
* COMMUNICATION 
(TIME INC. ) 




RAINBOW PROGRAMMING ENTERPRISES 

STORER/QVC NETWORK 

^AMERICAN MOVIE CLASSICS 
1CABLE VALUE NETWORK 
'ASHION CHANNEL 
ILAOC ENTERTAINMENT NETWORK 

:able news network 

'VTBS 

DEADLINE NEWS 



HEARST 



CAPITAL CITIES/ABC 



VIACOM 




ARTS 4 ENTERTAINMENT 



LIFETIME/ARTS AND 
ENTERTAINMENT 



TrlZZ\rlZVsToi V n 'lt?™ ta *'* -holly owned 

appropriate coL™ "Testi™ T"'? 2 1» the 

Motion Picture Association ^ i o£ - ack Valenti, President o£ the 

Rights. Committee on the Judic.a^ ',, 2 opolies and Business 

17, 1988. pp. 416-417 Ju<Uciar >'' United States Congress. March 
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EXHIBIT 2: 

NATIONAL MARKET SHARES OF HA40R INTERCONNECTED COMPANIES IN 
CABLE SYSTEMS, BASIC SERVICE AND PAY SERVICE PROGRAMMING 

COMPANY % CABLE BASIC SERVICE PAY SERVICE 

SUBSCRIBERS SUBSCRIBERS SUBSCRIBERS 

(000,000) (000,000) (000,000? 

CABLEVISION SYSTEMS 1.0 1.7 6.3 

TELE-COMMUNICATIONS INC. 10.8 26.0 0 

AMERICAN TELEVIS'^N 4.5 0 23 9 
A COMMUNICATION (TIME) 

WARMER 1.4 0 0 

COMCAST 1.4 0 .2 

JOINT VENTURES 2.0 13S.0 10.3 

TOTAL 5 COMPANIES 21.1 212.0 40.7 



VI ACOM 1.1 1S2.3 11. S 

HEARST .1 o 0 

CAPITAL CITIES/ABC 0 48.8 0 

JOINT VENTURES 0 65.4 Q 

TOTAL 3 COMPANIES 1.2 265.5 11.6 

NATIONAL TOTAL 44.7 9 30.0 60.1 



5 COMPANIES AS \ 47.2 22.7 67.4 

OF NATIONAL TOTAL 

3 COMPANIES AS \ 2.7 28.5 19.3 

OF NATIONAL TOTAL 



SOURCE: "Testimony »i Jack Valenti, President of trie Motion 
Picture Association of America, " gut;Comm.l on 
Ttt i ACQ lM n a n l eat 1 OR? aM Finance.. Energy an£ Commerc e Committee. 
Vn L tc dL aJLal£5i RQJi2£ Q± Representati ve. May 11, 1988; "Vertical 
Integration,- in CamPttitive Lasjieji in fcjig. CaJilfi. Televisi on 
LD&l&fcxx, Subcommittee on Antitrust, Monopolies and Business 
Rights, Committee on the Judiciary, United States Congress, Mar 
17, 1988, pp. 416-417. 
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vertical integration by the telephone induatry would be 
anticompetitive and bad public policy, the cable industry argues 
that by investing }n -content' (i.e., programing), cable 
operators have expanded the quantity and quality of 
programming. 14 However, when it comes to local telephone company 
entry into the video transmission and programming markets, the 
cable industry has a slightly different perspective on vertical 
integration: 

^ addition, to the extent that telephone companies 

compete in unregulated businesses that require use of or 
ttlTL^ f'* ir »° n0p0ly telephone facilities or functions, 
they have incentives to discriminate against their 

^ t " 0 !f ( ?? t0 ^ or the **eives in 9 providins access t 
those facilities and functions. 

• • • 

For example, telephone companies, if allowed to D , n vidi> 
video programming, could still use their control of P 
essential facilities to thwart competitors. 




^n.» n n° r ls . ver 5 ical integration of the telephone company's 
video m «™ ( "h^ 810 " facilities with the provision of 
video programming likely to produce ef ficienciesris 




15 Comments of the National cable Television Association 
inc. , IlUUmJS^Uex^Xele^^ 
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CPA believes vertical integration in both the cable and 
telephone industries is dangerous to consumers* interests. 16 Any 
expansion and improvement in cable programming that occurred 
while the cable industry became vertically integrated could be 
dramatically accelerated if the anticompetitive practices of 
vertically integrated cable companies were put to a halt. 



Cable Rates 




As a result of the lack of competition in the cable market 
and the Federal Communications Commission's (FCC) decision to 
deregulate cable pricing* basic cable rates have shot up 
dramatically beyond their historical level. Similar to other 
declining-cost industries* where per-unit costs decline as 
subscribership and viewership increases, the real dollar price of 
basic cable service declined in the era of rate regulation. In 
the decade prior to deregulation* basic cable rates rose only 
about two-thirds as much as inflation in the economy. 17 In 
contrast* since deregulation basic rates have risen on average at 



16 Today we are submitting for the record our mos*. recent 
study, entitled "Expanding the Information Age for the 1990s: A 
Pragmatic Consumer Analysis," conducted with the American 
Association of Retired Persons, which demonstrates the dangers of 
•loc^J telephone company entry in the video transmission business. 

•» «• 

17 Mooney, at 92. 
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least two to three times the rate of inflation. IB cable 
operators attempt to camouflage these rate increases by adaing 
new channels to their basic tier of service, forcing consumers to 
pay excessive rates for programming they may not purchase if it 
were not wrapped into the basic tier. Even for consumers who 
desire the new channels added to the basic tier, rate hikes have 
far exceeded the added cost of this new programming. 

These rate increases have resulted in excess profits flowing 
to cable operators. Analysis of the market price for cable 
systems, compared to the actual oost and reasonable profits 
associated with cable services, deronstrates that cable systecs 
are earning large monopoly profits. 19 if healthy competitive 
forces were disciplining the cable market, the revenue necessary 
to yield a reasonable profit would be less than half of what is 
currently paid by consumers in their cable rates. 20 Since we 
currently Uck competition in the cable market, reimposition of 
regulation designed to mirror competitive market forces could 
save consumers about $6 billion per year, reducing cable rates 
approximately 50 percent. 21 



m.*.^ 18 , K im * elma "' at 25. U.S. General Accounting Office, 



89-193, August 1989. 

19 Kimmelman, at 30. 

20 Kimmelman, at 31. 

21 Kimmelman, at 1,31. 
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ADDRESSING PROBLEMS IN THE CABLE INDUSTRY 



CPA believes Congress must step in to stop the monopolistic 
pricing and anticompetitive practices of the cable industry. By 
reinstating regulation where comparable alternatives to cable do 
not exist* outlawing discrimination against potential competitors 
and limiting the market leverage gained from a large 
subscribership base, H.R. 3826 would help bring down cable rates 
and open the door to the increased competition that was 
originally envisioned in the Cable Act of 1984. 

Until true competition for the unique package of programming 
available on cable develops, regulation of basic cable rates is 
essential to prevent price gouging. Just as Congress has a keen 
interest in providing consumers access to local news, public 
affairs* educational and other significant local broadcasting, 
CPA believes Congress has an equally strong interest in ensuring 
that national news, information and educational programming 
available only over cable is reasonably priced and affordable to 
the American people. 

While Section 4 of H.R. 3826 establishes the most 
appropriate, fair test for when basic cable rates must be 
constrained, it may restrict the FCC's power too severely by 
preventing the Commission from developing a streamlined form of 
regulation. Although we have no particular preference as to 
w*iere the primary locus of regulation resides, we believe it may 
be appropriate to direct the FCC to devise a simplified form of 
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price regulation and more detailed functional description of 
basic services (e.g., local and national new, informational, 
cultural and educational channels) to avoid excessive 
complication in the regulatory process. 

Sections S> and 10 of H.R. 3826 would increase consumer 
access to video programming and promote maximum competition in 
the video marketplace, thereby increasing cable's incentives to 
improve quality of service. By breaking TCI's and ATC's lock on 
a large segment of the viewing public. Section 10 would prevent 
cable operators from exercising monopoly power against 
programmers. Section 9 would augment this pro-competitive result 
by preventing vertically integrated cable companies from 
discriminating against non-affiliated entities in the 
distribution of video programming. 

Taken together, these two provisions would increase the 
diversity of programming available to consumers. By preventing 
discrimination against wireless cable and satellite drsh service 
providers, section 9 would increase the likelihood that consumers 
not wired by cable would have an opportunity to receive a bioad 
package of video programming fto « non-wire technologies. This 
provision would also enhance the possibility to switch from cable 
to alternative video providers i n wired communities, increasing 
cable's incentives to lower prices and improve quality of 
service. Section 10 would then reduce the largest cable 
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operators incentives to maximize market power by Uniting channel 
availability, opening up TCI's cable systems to broader viewing 
options. 



CONCLUSION 



CFA strongly supports Representative Cooper's and Shay's 
Cable Television Consumer Protection Act of 1989, because we 
believe that Congress must step in to bring cable rates back into 
line with costs and promote greater competition in the cable 
industry. Without public limitations on cable rates (i.e., a new 
definition of effective competition that suits cable's 
monopolistic market conditions) and anti-discrimination/common 
carrier rules for cable operators, diversity of programming will 
suffer and consumers will continue to be overcharged for cable service 
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Mr. Wise. Thank you very much, Mr. Kimmelman. 
There are a lot of areas to talk about. 
We'll operate in the 6-minute rule. 

e w me tr7* g ? n . bv ^% Mr / Ilis observation. In the State 

of West Virginia which I think has, as you mentioned, a pretty 
good rural population, do you notice any difference in service com- 

E hunts from rural subscribers over those coming from urban areas' 
i there any difference in the number or intensity? 
Mr. Gregg. There's really no way to know, Congressman. As I 
stated, there is no statewide regulatory clearinghouse right now for 
complaints. 

The pubhc service commission customer relations office has just 
this week developed a system for classifying complaints that come 
in on cable. Heretofore any complaints on cable were simply an- 
swered with We have no jurisdiction over cable. Call the franchis- 
ing authority. And for people who di 1 not live in a city, they 
simply had no recourse except to call back to the cable companies. 
So I really have no information. 

Mr. Wise. Do you have any observation as to what happens with 
a person s complaint when they take that c uuplaint to the only 
body that I m aware of that can deal with it which is the FCC? 

Mr. Gregg. I have no information there on complaints that do go 
to the cities. And the city I'm most familiar with is Charleston. 
Iney do nave one employee whose main duties are interfacing with 
the cable company in handling complaints on the local level. But 
as far as FCC complaints, once again I have no information. 

Mr. Wise. Mr. Gregg the State legislature is presently consider- 
ing legislation that really hangs, I think, on how effective it can be 
on the definition of effective competition as enunciated by the Fed- 
eral Communications Commission. 

In your opinion given the present free over-the-air broadcast sta- 
tion rule or standard, v.-hat can that State legislation effectively 

Mr. Gregg. Well, there will be some areas of the State because of 
limited reception that will probably qualify under the present FCC 
IT JS we T er * a general statement even without a change in 
the FCC rule and even without direct rate regulation for most of 
the cable rates, I think that the State public service commission 
can have a good effect. 

looking at the example of Connecticut, which currently has 
btete authority over cable regulations and has no direct rate regu- 
fatory authority, the fact that they have jurisdiction over tne 
granting of franchises, the renewal of franchises, and approval of 
transfer of franchises gives them some leverage to negotiate indi- 
rect rate regulation. 

In other words, "if you want to sell or buy this franchise, then 
will you agree to a 3-year rate moratorium or will you agree to 
limit your annual rate increases to less than 5 percent?" 

These type of agreements have been negotiated voluntarily and 
stand in place of direct rate regulation. It's not as effective as 
direct rate regulation but we can haws some positive and beneficial 
impact for consumers. 

t»j im Wl8E , Mr - Kimmelman addresses some in his remarks and 
1 d like to ask both of you to comment on it, Mr. Gregg first, on the 
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impact of permitting greater competition by telephone companies 
which seems to be one of the two thrusts of the legislation before 
the Congress. One is for ^regulation of some sort and the other is 
for opening up the competition. 

Incidentally, Mr. Kimmelman, I noted with interest, you talked 
about fine tuning legislation. My observation is that this is going to 
require major overhaul. 

I had a guy in a shop the other day talk about fine tuning my 
car and I found out that ''fine tuning" to him and "fine tuning" to 
me, at least as far as the rates went on that, were far different and 
I suspect it's the same here. 

But at any rate, one of the arguments put forward by telephone 
companies for expanding their ability to enter into competition is 
that for rural areas this would mean greater enhancement to lay 
fiber optic cable and would bring a whole new range of services 
and it's not cost effective to do it simply under the regulated oper- 
ations the telephone company performs now. 

Would you have any comment, Mr. Gregg, on that as regards a 
rural State such as West Virginia? 

Mr. Gregg. Yes. I think that we need to be aware there is a 
larger agenda than just altruistically solving the problem of high 
cable rates on the part of the telephone company. Obviously it's to 
get fiber into the local loop faster than it otherwise would be done. 

C&P Telephone Co. of West Virginia estimated this summer that 
to put fiber in half of the local loops in West Virginia would cost 
$900 million. The present rate base of C&P of West Virginia is $900 
million. 

You can see that just reaching half the homes in the State would 
double the rate base. 

This, of course, was under an accelerated force-fed scenario 
which is what the telephone companies a*-* after. 

I would oppose any lifting of the ban on crossownership at this 
time. I believe that a decentralized path to the information age is 
developing very rapidly in the United States and it doesn't need to 
be force fed, especially it doesn't need to be subsidized by local tele- 
phone rate payers. 

In addition, it's going to cause an increase in rates by telephone 
subscribers in the short term on the promise that down the road 
these other services will generate enough revenues to local rates in 
the long run. 

It's interesting to note that C&P Telephone of West Virginia is 
about to introduce a bill in the legislature that would allow them 
to keep all profits from new services introduced down the road. 

So what we're looking at is a telephone company who wants to 
induce us to allow them to force-feed fiber and thus pay higher 
rates now and then take all the profits from the system that rate 
payers had built down the road. 

I would oppose that. 

Mr. Wise. Mr. Kimmelman. 

Mr. Kimmelman. A couple of observations, Mr. Chairman. 

First of all, if we need a new technology to provide a service that 
we're not getting today, I'm all for it and we would support that. 
Wo want consumers to have services. 
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What we're talking about predominantly here is a new technolo- 
gy to provide what an old technology currently can provide. And 
that's a problem* 

There s bad news and there's good news for rural America, I be- 
lieve* 

The bad news is that rural America generally is not the high end 
of the market And regardless of whether it s a phone company 
providing a service or a cable company or someone else, rural 
America will not get served first. There's not enough money to be 
made by starting in the rural regions. 

The good news is that even without being allowed to provide 
video service phone companies are moving very quickly towards 
new technologies as they become cost effective. And all the Bell 
companies are projecting having full fiber systems about the year 
2010-2015. 

Without raising rates we will have a telephone network that will 
be video capable at that point in time and will have excess capac- 
ity. I'm sure Congress will want to look at changing restrictions 
then. 

But until we get near that point, what we're looking at is serv- 
ices that are available today that are overpriced and that we need 
competition for, or if there's not competition, regulation. 

If the phone companies can't even under the best scenario with 
rate payer financing from telephone bills provide the service until 
the turn of the century, we believe we need regulation to bring the 
rates down and we need Federal intervention to make sure the pro- 
gramming is available to satellite dish technology so we can see : ^ 
we can compete through a satellite system. 

Mr. Wise. Thank you. 

My time has expired. Mr. McCandless. 

Mr. McCandless. Thank you, Mr. Chairman. 

Mr. Gregg, if I understood your testimony correctly, your final 
comment was you felt that the States would be able to control basic 
cable delivery systems and rates. 

Mr. Gregg. Yes, sir. 

Mr. McCandless. And that would then liken in cable to other, 
quote, public utilities, unquote. 

The argument that seems to come forward on this is: Well, that 
may very well be, but you've got to understand that the gas compa- 
ny and the electric company, et cetera, were formed and developed 
and organized as public utilities to begin with; whereas, cable was 
not. 

How would we overcome that obstacle 9 

Mr. Gregg. Well, I think that even though cable may not have 
started that way, I think it certainly has become that, at least in 
the provision of basic service. You may want to split out rate regu- 
lation between basic service and in the premium type channels. 
There may, indeed, be room for a dual type system where basic 
rates are regulated but the premium channels are not. 

By stating that the focus of the implementation of regulations 
should be at the State level, I didn't want to imply that there 
should not be Federal sfcmdards, and indeed, the F*CC will still 
have a very large role in this. But I think the actual implementa- 
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tion cf rate cases and designing of rat >s for specific lecul companies 
should be done on the State level. 

Mr. McCandless. You're favoring the State level over a city or 
county level? 

Mr. Gregg. Yes. What we've found so far in West Virginia is 
that a number of cities* especially the smaller ones, the council and 
the mayor are even part-time positions. There may not even be a 
full-time employee of the city except for a secretary to answer the 
phone. 

They simply do not have the technical wherewithal nor the legal 
wherewithal to deal with the cable companies in negotiations or in 
setting rates. 

Mr. McCandless. Mr. Kimmelman, in your presentation you said 
that there were three problems as you perceived it: Monopoly, con- 
centration, and programming. 

Til play the devifs advocate here a little bit about the monopoly 
aspect of it. 

During initial phases of the introduction of cable service, there 
was a tremendous capital expenditure. So Cable Co. XYZ would 
come to city ABC and say: "We will put a cable system into your 
city but in order amortize that capital cost we need to have a con- 
tractual agreement and a monopolv for a period of 'X' number of 
years," which would be pretty much representative of the cable in- 
dustry beginning. 

As that system has improved and the technology is proceeding in 
leaps and bounds there are other large, very large capital expendi- 
tures to provide an adequate level of service. 

How would we be able to provide the highest level of service pos- 
sible if we weren't able to give company ABC the ability to service 
the entire community? 

Mr. Kimmelman. Mr. McCandless, we're not against the notion 
of providing a franchise to one company to serve the entire commu- 
nity. And that is predominantly what has happened around the 
country. 

Our problem is the notion of after doing that totally deregulating 
the pricing. 

If there could be competition and we could find multiple systems, 
multiple technologies to serve everyone, we wouldn't need the gov- 
ernment intervention at all. We've not found that to be the case. 
Very few companies want to come in even and challenge a fran- 
chised cable company. 

But our concern is that without any market pressures on the 
cable operator, we see rates floating up way beyond inflation and 
the need for regulation. They should have a right to a fair return. 
They should have a right to recover all that investment that we've 
wanted them to make in each community, but not excessive profits. 

Mr. McCandless. What ere your feelings about the ultimate con- 
trol, the level of that control, rate setting and quality of service 
control? 

Mr. Kimmelman. Frankly we believe consumers are being over- 
priced so much we'd like to see control at any level at this point. 

Mainly what we're looking for is a workable solution. We don't 
want to see a m^jor bureaucracy created anywhere to toy to deal 
with this. As far as we can tell, although some cities did an excel- 
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lent job in regulating cable rates, they very seldom did very careful 
cost analysis as raany State utility commissions do for other utili- 
ties. 

So we think if there's a way of devising a simplified model that 
would deal with the generalized costs of cable the FCC may be able 
to provide guidance, maybe to set a price limit even, and there 
ought to be some local variation. Whether it's at the State level or 
the local level I think is a matter of resources and what's most cost 
effective. 

Mr. McCandless. Thank you. 

Mr. Rtmmelman. Thank you. 

Mr. Wise. Thank you very much. 

We've been joined by two additional members of the subcommit- 
tee, a former chairman of the subcommittee and himself very 
active in rural development issues obviously, Glenn English of 
Oklahoma, and also joining us is Gary Condit of California. 

We're delighted to have you both. 

Glenn, we'll turn to you for any questions. 

Mr. English. Thank you, Mr. Chairman. I appreciate that very 
much. 

Mr. Kimmelman, it seems to me the issue we're looking at is the 
question really of how we can best make available to people living 
in rural America all aspects of telecommunications. How can we 
take all these advantages that are developing and make it possible 
for people in rural areas to have those, to have access to them? 

I think there is the tendency with regard to the breakup of 
AT&T and the process that we've taken to let rural America 
become a backwater as far as communication markets are con- 
cerned; that competition is really in the major metropolitan areas. 
And there's very little desire to move into building the latest and 
most modern up-to-date advantages in communications and to 
make that available in the rural area because there's simply no 
competition. 

That is really the major issue we're looking at: How can we put 
together a system that is a combination of different services that 
make that possible so that we've got fiber optics available and 
we've got all of these other advances available which then in turn 
are going to make it possible for us to do some new things; for ex- 
ample, in my district Gene South is going to be talking about this 
when he comes up in the next panel. We teach by using fiber optics 
in a number of our small rural classrooms and it's working out 
very well. You get a two-way exchange. And a number of our medi- 
cal facilities out there are depending heavily upon these kinds of 
advances. 

Does it all fit together that way? Is that apt to be one of the 
overriding factors or should we simply look at it: Well, it's cable 
TV versus making this available through the telephone companies? 

Mr. Kimmslman. I think you're absolutely right. It's a matter of 
providing services and any combinations that would be the least 
cost way of doing it, the best wuy of serving the broadest needs in 
the community. 

What we're finding is it's extremely complicated since the break- 
up of AT&T and the Cabl^ Act was passed. We've got new technol- 
ogies out there and we've got proposals for infrastructure develop- 
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ment that maj f be different in urban areas and rural areas. There 
may be a different way of meeting those needs at the lowest cost. 

what we're finding in rural America is that although it may not 
sound as sexy as pure fiber optics systems everywhere, that there's 
a patchwork of technologies that may be the best way of going: CeJ 
lular radio and satellite transmission. 

I think that with more competition in the marketplace in con- 
sumer electronics and in telecommunications in general you'll see 
new technologies and new combinations. 

We're mostly worried about setting on one course that could be 
very costly and may not be the least cost way of going that will not 
be in the best interest of each community down the road. 

We'd like to see a flexible syslem evolve. 

The benefit in the cable area is that you still have local franchis- 
ing and you still have obligations under the Cable Act to provide 
service everywhere and to upgrade quality. 

Cable systems are moving to fiber optics. Telephone companies 
are moving to fiber optics. 

Our main concern is that where there's not competition that we 
have the right government intervention to provide fair pricing and 
access to those services as broadly as possible. 

Mr. English. I had a number of my cable companies express con- 
cern to me that under the loop circumstances they would not be 
able to compete; that in fact, you know, much of their cable is 
hooked to telephone lines and they get all kinds of problems. It's 
simply if you have a line running anywhere, it's easier to go ahead 
and use that line instead of stringing another line and that makes 
it unfair competition. 

Mr. Kimmelman. Mr. English, that's absolutely true. We find 
wherever there's a wire there that's functional today, a copper wire 
for telephone, a little bigger copper wire coaxial cable for cable, it 
is cheaper to stick with those and use them a# long as you can use 
them than putting in a third, new line. 

There's no question about that. 

And there's a history of discrimination as between the different 
industries obviously to get a bigger market share and to thwart 
competition. 

But what we find is that the biggest problem is the FCC has de- 
regulated cable rates, they've shot up, and there is no real alterna- 
tive. Satellite programmers have had difficulty getting the pro- 
gramming that cable owns to provide an alternative. That's where 
wc think the immediate needs are and we need to rectify that. 

Mr. English. I guess the question I'm asking though is this: does 
this put you in a situation where you have unfair competition? You 
mentioned on the one hand government deregulation, you insinu- 
ate that we've had cable companies that have taken advantage of 
situations in their rates simply because there's no competition. 

If we go ahead and make this adjustment and allow the tele- 
phone companies to carry television programming and getting into 
all of these extra areas, is that unfair competition as far as the 
cabk companies? Can a cable company compete with a telephone 
company under those circumstances? In particular can you do that 
with regard to a company that may be receiving assistance from 
the REA? 
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Mr. Kimmelman. We think the difficulties of tracking costs 
would be so immense if a telephone company provided all these 
services, not out of any bad intent but out of the natural profit 
motive, it would be likely to act anticompetitively and to seek too 
much control over its own wire. So we don't think that's the appro- 
priate route to go. 

If we've got the cable wire in place and we've got the phone wire, 
let's use them and let's keep tnem separate and keep the prices 
fair. 

And if there's anywhere we see a potential for short-term devel- 
opment and competition in the video area, it's from the satellite in- 
dustry, not from the telephone industry. 

Mr. English, But doesn't that in turn make it more costly and 
less likely that we're going to see the development of a lot of ad- 
vanced communication techniques? The whole purpose is if you can 
offer these services, you have a phone company out there being 
able to do a lot of different things and then they're going to be in a 
position to modernize, update, and come out a better service as far 
as the consumer? 

It sounds to me like what you are saying is: "Well, we need to 
regulate both. We have one do one and one do the other. One cable 
company is delivering service. You don't let the telephone company 
in it." 

It sounds to me like you're trying to come down on both sides of 
the fence. 

Mr. Kimmelman. Mr. English, I think it work* pretty well be- 
cause we don't want to thwart technology We just don t want to 
speed it up too fast if it's not cost effective. 

What we're finding is that early in the 21st century phone com- 
panies, including the small, rural, independent phone companies, 
are likely to be putting in full fiber systems if the cost trends con- 
tinue as they are today, coming down for fiber optics. That means 
you'll have phone companies that will be capable of offering video 
services not too far down the road. The real question is: Do you 
need to speed up that investment? 

As long as the cable wire is there and functional and provides 
the services consumers want, let's utilize that and not throw it 
away and not throw away a perfectly good telephone wire either 
and raise costs for no good reason other than maybe speeding up 
telephone company investment. 

So regulation probably is a short-term and maybe a middle-term 
goal that's necessary to keep prices reasonable. But it will not 
thwart technology. Phone svstems appear in all respects to be 
going fully fiber optic and video capable in the 21st century. 

Mr. English. Well, I have had a lot of telephone companies that 
have told me, rural phone companies, that they simply don't think 
they can offer fiber optics. It simply doesn't pay by itself. So if they 
have to install a fiber optic system and that's their initial invest- 
ment, it's too expensive to do so. 

However, if they can install a fiber optic system and combine it 
with providing television service and they acquire revenue off of 
that in competition with television cable, if they then are able to 
plug it in to the local hospital, then it becomes possible for them to 
offer it to the community. 



290 

If they offer it to the community, then you hook up the school 
systems. And if you hook up the school systems, then you're going 
to have a virtual explosion of subjects that are going to be offered 
to xural students that you can't offer today. 

Now, how do we weigh all of these? 

On the one hand you are over here looking at the consumer and 
you're saying, "Well, guys, the consumer is going to be better taken 
care of if we just don't go too fast and we want to make sure we 
have that and we want to make sure we have got that" 

What about the students? We have education in this country 
being given a priority. We have got many rural communities in my 
district who are losing their schools. We have before the Oklahoma 
State legislature right now a sizable tax increase trying to make 
some substantial advances. 

Do we tell the students out there, "Well, you know, you wait on 
into the 21st Century and maybe by that time we'll have fiber 
optics out there so you can talk back to a teacher?" 

Mr. Kimmelman* Mr. English, I don't think we should wait. 

We've looked at all of the services that are being proposed and 
what we find is that taking into account the revenue phone compa- 
nies expect from offering video services, there still is a quarter of a 
trillion dollars unaccounted for to be recovered in speeding up de- 
velopment of fiber optics. That turns out to be $5 a month over 33 
years for every consumer in this country to pay to spi <?d things up 
about 10 years. 

If it were to offer services that we can't get any other way, we'd 
be all for it. 

Mr. English. How about those services you can't get any other 
way? 

Mr. Kimmelman. Those services can be provided over cable. They 
can be provided over satellite. The question is how much do they 
cost today and is anyone willing to finance it? 

Mr. English. I'm going to disagree with you. You cannot provide 
a two-way exchange between a student and a teacher over satellite. 
It's one-way teaching. The student is simply looking at the tube. 
There is nothing there so he can interact with the teacher. There's 
no way he can respond to the questions of the teacher as he would 
in a normal classroom. 

So in fact what you're telling me is that my students in rural 
areas should settle for an education that is less than what he can 
receive in an urban area. 

Mr. Kimmelman. No, sir. The best technology that we have right 
now is to be watching cable television and communicating back 
and forth over the telephone. That is true. It's not a full two-way 
interactive system. But the costs that I just gave you were for pure 
fiber optic transmission. To switch a signal, video signal we have 
not developed hat switch yet. It's technologically not possible and 
the cost estimates are enormous. 

What I described as a quarter of a trillion dollars gets you closer 
to a trillion dollars when you start anticipating that switching cost. 
That technology Just isn't there yet. If it were, you know, we'd be 
happy to look at it to see if it really offered that service. But as yet 
the best we have is a system where you have one wire that trans- 
mits video and another wire that will allow you to speak as you 
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watch it or separately back and forth. There is no better technolo- 
gy in an urban area than in a rural area for those kind of services. 

Mr. English. Thank you, Mr. Chairman. 

Mr. Wise. The gentleman from New Mexico, Mr. Schiff. 

Mr. Schiff. Thank you, Mr. Chairman. 

Gentlemen, I just want to make sure I have clear the rules that 
are in place now .ind the situation as it's in place now. 

It's my understanding that the cable companies, whoever may 
have a franchise where there is a franchise, own the cable itself. Is 
that right? 

So this means that unless the law changes to require them to 
carry other cable transmissions where one cable exists, that means 
cable versus cable competition is not practical. Is that right? 

Mr. Gregg* Unless a second one wire is laid. 

Mr. Schiff* Which would be an enormous expense for somebody? 

Mr, Gregg. For somebody, right. 

Mr. Kimmelman. That's correct. 

Mr. Schiff. Given that fact, is my understanding correct that 
under current Federal law no State or local body can regulate 
cable rates even where there's a franchise where there also exists 
at least three over-the-air channels. Is that correct? 

Mr. Gregg. That's correct. 

Mr. Schiff. So in theory— and I stress again this is in theory, I'm 
not adopting this as a position necessarily — where cable rates are 
going up, and they're going up dramatically in my community and 
I take it most other places, too, in theory consumers who are com- 
plaining about that could be told, "If you don't wish to pay the 
higher rates, simply discontinue vour cable service and you'll still 
have at least three over-the-air channels," that are on would have 
in the Albuquerque area. That could be an answer. Is that right? 

Mr. Kimmelman. That is generally the answer, given that rule. 

Mr. Schiff. However, the consumers seem not to feel that's an 
acceptable answer. They seem to think and perhaps correctly— I'm 
trying to evaluate all of this and ask you not to read between the 
lines in my questions— but the consumers who I am dealing with 
seem to feel that cable is a utility like gas and electric and tele- 
phone service and they have a right to it for a payment, of course, 
but under a reasonably controlled payment. 

Is this the reaction, say, in West Virginia, Mr. Gregg? 

Mr. Gregg. Yes. This has been the subject of much consternation 
among my staff. They can't figure out why people seem to be more 
concerned about television, which a lot of people take as a pure 
luxury, than they are about basic electricity, gas, telephone rates. 
And it may simply be a function of the fact that those basic utility 
rates have actually gone down in absolute terms as well as real 
terms; whereas, cable has gone up. 

But I think it's also because as was referred to earlier by Mr. 
Kimmelman, television has become such an integral part of peo- 
ple's lifestyles and especially people who are somewhat limited in 
their ability to go out. That is their connection to the world and 
they feel very strongly about it. 

Mr. Schiff. I guess what I'm getting at is, if I would try to trans- 
late what is the public attitude, the public attitude is that cable tel- 
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evision is like other utilities. And if other utilities were skyrocket- 
ing in cost, we might be hearing from them. 

This means to me two things: No. 1, that the public is willing to 
pay a cable fee. That is, even though overthe-air channels are free, 
the public seems to be willing to write a check for the cable service. 
They're not objecting to that as such. They're not suggesting cable 
should be free. But they are suggesting that in some way, shape, or 
form cable rates be monitored as are, at least in my State and I 
assume other States, electric and gas rates. 

I guess that's half rhetorical and half that's my perception of the 
public attitude in my community. 

Would you agree that's a general public attitude? 

Mr. Kimmelman. Yes, Mr. Schiff. That is a general attitude. And 
I think Mr. English hit on it awhile ago as partly why. You can get 
three over-the-air signals but what you get on cable is the three 
over-the-air signals plus you also get educational programming 
which a lot of kids need for school now. You get up-to-date news. 
You get to watch C-SPAN and watch the Congress in action. 

That's the only way you get that package together. There's no 
other way of doing it. 

Mr* Wise. That^ a big seller at home. 

Mr. Kimmelman. That's right. 

[Laughter.] 

Mr. Schiff. A big reason why we have to preserve cable TV. I 
understand. 

My mother from California always calls and tells me what she 
thinks of the color of the suit f m wearing and how I look on a 
given day. 

Well, Mr. Chairman, that's all the questions 1 have. But I just 
want to make a proposal with respect, if you believe that it's 
within the jurisdiction of this subcommittee, I m aware that this is 
a hearing on cable television in rural America. This is becoming 
such an important issue, especially in terms of defining the role of 
all the players: The government, cable television, and so forth, that 
I would urge you to consider holding a general hearing on cable 
television throughout the United States and what laws should and 
should not apply to it given the legislation that's pending. 

Mr. Wise. I would be glad to work with the gentleman on that. 
There are some hearings, of course, that are already being conduct- 
ed and proceedings underway in the Energy and Commerce Com- 
mittee but I think that under our jurisdiction to oversee the Feder- 
al Communications Commission we certainly do have jurisdiction. 

Mr. Schiff. Thank you, Mr. Chairman. 

Mr. Wise. The gentleman from California, Mr. Condit. 

Mr. Condit. I would just ask a couple of quick questions. 

There is presently a rule that prohibits telephone companies 
from offering cable service except in communities of 2,500 persons 
or less. Would you all be in favor of raising that limit to any figure 
and why? Mr. Gregg? 

Mr. Gregg. I have no problem with allowing small telephone 
companies to expand their provision of cable service. In West Vir- 
ginia there's presently one such company, Armstrong Telephone 
Co., also offers Armstrong Cable. This may be a way to get some of 
the outer rural areas into cable. 
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I would like to just respond briefly to one thing that was raised 
by Mr. English about whether we are locking out rural areas from 
the advantages of the information age. 

As lot of the things he had mentioned, the tying together of 
schools into networks, in effect consolidation by television; these 
things are happening right now in West Virginia, one of the most 
rural States in the Nation. 

C&P Telephone recently announced a partnership with the Par- 
kereburg and Wood County School System and the Parkersburg 
branch of West Virginia University to tie those together in a fiber 
network, an interactive fiber net. 

We presently have 79,000 cable miles of fiber optics in West Vir- 
ginia under present regulatory schemes. That is far above the per- 
centages in other Bell Atlantic companies. 

We presently have over 60 percent of all the access lines in the 
State hooked into digital switching equipment. 

C&P has eliminated all of its party lines in West Virginia as of 
November last year. 

So that under present nonforcefeeding of fiber into the local loop, 
we are making advances into the information age. 

The question is the cost of putting fiber into every local loop and 
to every home. We can do the hospitals. We can do the schools. We 
can do the universities at not very much cost and at immediate 
benefit. 

The questions, though, are as Mr. Kimmelman raised. How much 
are we going to pay and when are we going to pay it and who's 
going to pay it? 

Mr. English. I think that is a good point. I think there is no 
question that, as I said, in my own district we've had a develop- 
ment similar to that and Gene South maybe will talk about that, 
I m sure. 

But the point that I'm making is this, we have this tendency, 
and still do, I think, to look at these issues as though they are iso- 
lated. 

The question is are we going to deliver cable TV? Are we going 
to have three network stations that are going to get all MTV and 
HBO and all of the other stuff that goes with it and for what price? 

I think the issue in rural areas is far broader than that. I think 
the real question that we come down to is how much are we going 
to be able to offer in rural communities and at what price? 

The point that I guess I'm trying to make and ties in even fur- 
ther, it s not just a question of whether it's going to make possible 
education, whether it possible health services or cable TV but the 
other issue which goes much further— which the chairman and I 
have jomed in some legislation— the question is if you have fiber 
optics, you are in the ballgame. You have got a chance. You can 
have some outfit from New York that may want to build new facili- 
ties in your rural community. 

It means jobs. 

It means a chance that rural development may grow. 

It means we may be able to stop the hemmorhaging of 5 million 
people that we lost in the 1980's. 

So it's a big, big issue and I think that it's not too much to say 
that at the very core of this question, the very essence of whether 
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or not a rural community has a chance to grow and prosper or 
whether they're doomed to die, may in great part be determined by 
what kind of communications facilities they have. 

That's why I think the thing we have got to look at is not just 
the question of consumers and how much they pay and what this 
competition is going to do. 

The real question is—and I would agree with ^ou as to deregula- 
tion—the question we come down to is the question of what kind of 
combination and mix do we put together that makes it possible for 
us to have the greatest opportunity for a community to survive. 

If you don't have a school, vou're dead. 

If you don[t have a hospital, you're dead. 

If you don't have young people, you're dead. 

If you don't have a communications system that allows for 
growth, you're dead. 

What all of that cooks down to is to a great extent the future 
availability of a modern, up-to-date communications system. 

Mr. Gregg. I completely agree with you. 

Mr. Wise. Thank you. Ana I thank the panel very much. 

Mr. Wise. Thank you very much. 

Mr. Kimmelman. Thank you, Mr. Chairman. 

Mr. Wise. The next panel representing those involved in the tele- 
phone industry will be Kenneth Lein, general manager of Winne- 
bago Cooperative Telephone Association, representing the Organi- 
zation for the Protection and Advancement of Small Telephone 
Compani<*s, and Gene South, executive vice president of the Pan- 
handle Telephone Cooperative, Inc.— I believe that's Oklahoma, 
isn't it, Mr. English? 

Mr. Engush. Yes, indeed. 

Mr. Wise. Representing the U.S. Telephone Association. 

As I mentioned to the previous panel, we have a practice of 
swearing in all witnesses. If you have no objection, if you'd stand 
and raise your right hand. 

[Witnesses sworn.] 

Mr. WiSE.Mr. Lein, if you would like to begin. And as I say, your 
written statements in their entirety will be made part of the record 
so feel free to summarize in any way you wish. 

I would ask Mr. Lein, "Winnebago, is that Iowa? 

Mr. Lein. Yes, it is. 

Mr. Wise. All right. 

STATEMENT OF KENNETH L. LEIN, GENERAL MANAGER, WINNE- 
BAGO COOPERATIVE TELEPHONE ASSOCIATION. REPRESENT- 
ING THE ORGANIZATION FOR THE PROTECTION AND AD- 
VANCEMENT OF SMALL TELEPHONE COMPANIES 

Mr. Lein* Mr. Chairman, members of the subcommittee, my 
name is Ken Lein and I am the general manager of the Winnebago 
Cooperative Telephone Association of Lake Mills, IA, which is a 
member of the Organization for the Protection and Advancement 
of Small Telephone Companies. 

OPASTCO is a national trade association of more than 420 inde- 
pendently owned and operated telephone companies serving rural 
areas of the United States. Our members, which include both com- 
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mercial companies and cooperatives, range in size from less than 
100 to nearly 50,000 access lines and together serve more than 1.7 
million customers. 

Recently the cable industry has drawn much attention and come 
under fire for overpricing and poor quality service. This is one of 
the reasons OPASTCO conditionally support lifting the ban on 
telephone company crossownership of cable systems. Lifting the 
crossownership ban is in the public interest because it will expedite 
technological development and help ensure 3uch advanced services 
are available to all Americans, especially our rural citizens. 

Providing rural communities with the same advanced services as 
their urban counterparts will make rural America stronger and 
more competitive. In fact, removal of the restrictions would ad- 
vance the goal of getting fiber to rural homes by helping to cover 
the cost of network modernization. 

My company's copper facilities are aging and we are trying to re- 
place them with fiber. This can be done faster and more economi- 
cally if we are permitted to provide telecommunication services, 
television, and broadband data services over one fiber facility. 

Maintaining separate nonintegrated facilities is redundant and 
inefficient. Many small companies may not be able to build state- 
of-the-art infrastructures under such conditions. As a result, rural 
communities may go without advanced telecommunication access 
and businesses may choose to take their jobs to the cities. 

Telephone companies providing cable television should n?t be 
considered just a marriage of convenience but it is a vital stepping 
stone towards the information age, a platform for competition. 

Cable television service would be available to more of rural 
America if telephone companies were able to provide cable service. 

Many small systems have taken advantage of the rural exempt 
tion to provide video services in their telephone service areas. Due 
to the rural exemption of 2,500 or less, more than 200 telephone 
companies currently provide cable in many rural areas neglected 
by large MSO's However, large cable companies are also avoiding 
rural areas with populations greater than the rural exemption 
since they consider these regions less profitable markets. 

Therefore, raising the rural exemption will allow more small 
telephone companies to provide cable to more citizens. 

Removal of the crossownership restriction with conditional safe- 
guards will also give telcos a better opportunity to continue net- 
work modernization as well as research and development for ad- 
vanced services. 

Most cable companies face no competition and telephone compa- 
nies are denied acoess. Both have little incentive to invest in R&D 
into advanced services and network modernization. 

Telco entry would encourage phone companies to merge their ex- 
isting narrowband network with broadband capabilities. 

Rural infrastructure development would then be as efficient and 
coordinated as urban-based systems. 

A few policymakers would solve the abuse of a few cable opera- 
tors by reregulating the entire industry. Subjecting small cable sys- 
tems to regulation designed for urban-based systems, however, 
would adversely affect service in rural areas. 
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"Tier 1" regulation, for example, could hurt small cable opera* 
tors since many of us offer only one tier of service. 

Forced carriage requirements would deplete our limited channel 
capacity and require us to build expensive receiving antennas to 
pick up digital distant signals that may not even be of interest to 
our viewers. 

Although some see regulation or reregulation as a short-term so- 
lution to cable's anticompetitive practices, it would very easily 
become too burdensome for rural cable operators- 
Regulation in low-density areas, such as Iowa and Minnesota, is 
not cost effective. 

Winnebago Cooperative Telephone Association — the system that 
I manage— serves 6,400 telephone customers and nearly 1,000 ca- 
blevision customers within our service territory. Our basic service 
rate, even in this low density, high cost area, is $12 per month; 
whereas, the average cable rate across the United States is over 20 
percent more per month and rising. 

In addition, the larger systems have lower costs, higher densities, 
and have easier areas to serve. 

Our opponents argue that if the prohibition is lifted, telephone 
companies will discriminate against their telephone customers. 

In our years of operation, to my knowledge no one has ever made 
that claim against my company. In any event, there are sufficient 
Federal and State regulatory safeguards that protect telephone cus- 
tomers from such conduct. 

It is time to open up cable television services to telephone compe- 
tition and I support legislation that would do this. In fact, one of 
the goals of the 1984 Cable Act was to foster competition in the tel- 
evision marketplace. 

Instead of moving to realize that goal, several bills pending in 
the House and Senate plan to reregulate cable television services, 

Reregulation of our cable system would not help our rural cus- 
tomers. In fact, it would undoubtedly add to the cost of providing 
that service 

In conclusion, OPASTCO supports lifting the telco/cable crossow- 
nership ban with conditions. 

Any legislation that removes the restrictions should include safe- 
guard for small cable operators. 

OPASTCO believes that oversight can be vested in local regula- 
tors using the following provisions on small cable systems. 

One idea would be no regulation of rates if the rates were in- 
creased at a cumulative equal to 5 percent or less over inflation or 
if 10 percent of the cable subscribers submit a formal complaint to 
the appropriate franchise authority then the body could choose to 
regulate tier 1 service for a specific amount of time. 

To remain competitive in the information age and global econo- 
my, our Nation's economic engines will be driven in part by the 
telephone industry's ability to provide new information services to 
all customers. Advanced telecommunications should not be limited 
to large cities but should also play a role in the development of 
rural America. The lives of rural Americans will benefit generally 
as information access removes some of the isolation of remote com- 
munities and helps revitalize business activities. 
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I thank you for this opportunity to comment and I'd be pleased 
to answer questions at the appropriate time. 
[The prepareu statement of Mr. Lain follows:] 
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warren stat*m(nt of KENNtnn ltlN 

OPASTCO I* - 



The Small Company Per^ pp fl i y r 

Mr Chairman, members of the subcommittee, my fume* Kenneth Uuv I am Cereal Manager of 
•he Wmncbago Coopcrabve Telephone Awe*™ m Uke M.lls. Iowa, whuh * a member of .he 
OigMwtam lor the Protects and Advancement of Small Telephone Cornpan.es. OPASTCO » a 
nahonal trade assooahon of more than 420 mdopendently owned and operated telephone companies 
servmg mrai areas of the tinned State Our member wluch mdude both commeroa) co,..panie. and 
cooperate, range ,„ S12e from h» ,han 100 to nearly 50.000 access hn« and together serve more than 
1 7 rruUiot i customers. 

Recently, the cable mdustry has drawn much attenbon and cow under fire for overpricing and 
poor sorv.ee quahry This is one of the reasons OPASTCO ^t^Ky .upport, lifting 0* ban on 
telephone company cn»**wn««hip of cable .yrtema. A cond..,onal lifting the cross^wnerstup ban ■* ,„ 
the public mt^resi bocau^ ,» wUI expedite technotog.cal development and help ensure that more 
advance serv.ct* are avadable to ajj[ Amencans. especially our rural crtuens Providing broadband conv 
murucahons, such as cable telev.s.on, « » cniaal mgrcd.en. m bnngmg advanced telecommumcabons to 
rural commuruties. 



Providing rural commune with the same advanced service as their urban coun.erparts will 
make rural America longer and more competitive. Allowing rural telephor* companies to cairy 
entertain television could spawn additional service to rural customers otherwise nor available 
Educate <*es, interactive tv, vodoo^xv^emand and even HDTV could be bundled onto a f,be. 

network stretching into the rural community In fact, removal of the realncrion would advance the goal 
of getting fiber to the rural hem by helping to cover the costs of network modenuzation. 

My company', copper telephone facilities are aging and we are trying to replace them with fiber 
This an be done faster and more mnomicaily if we are permitted to provide telephone coimrumicatior*. 
television and broadband data services over one fiber facility. 

Maintaining separate, non-integrated facilities is redundvit and uiefftcient, rMrtaojuariy in rural 
areas Many small companies' may not be able to build state-of-the-ait network mfrasfructurcs under 
such conditions. As a result rural communities may go without advanced tdecommumcabons access 
and busine*** may choose to Uke their jobs to the aha*. In fcci, tdecomm . ^cations access is now a key 
incentive to determining where a company locates its business. 

The information and broadband services of the future are taking shape as the industry continues to 
develop fiber systems and ISDN, a sophisticated digital network structure. Such networks will merge the 
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capabilities oJf the computer, publishing and communications technologies and will allow consumers to 
plug a television alarm system, personal computer and telephone into the same wall socket. 

Telephone companies providing cable television should not be considered fust a "mamage of 
convenience," bul it is a vital stepping stone towards the information age, a platform for broadband com- 
petition. Interactive TV located both m classroom conferencing centers and the home could advance rural 
education by allowing students to conduct extensive information searches ' r even simulate a chemistry 
experiment. A school district suffering from a shortage of math teachers could use classroom 
conferencing centers to access lecturers outside the county area A family in Alaska could access all of the 
nations accumulated knowledge by dialing the Library of Congress in Washington. Digital film libraries 
and customized television feeds would provide consumers with tailonzed video information retrieval. 
Rural hospitals could access distant specialists and receive on-line medical advice or even diagnose using 
HDTV cameras. 

In the last several years, nearly all of these services have been used or tested in some of our nation s 
larger a ties OPASTCO members are working hard to provide the same servux» and advanced 
technologies to the rural communities, but there are a number of hurdles facing t'te development of 
advanced rural telecommunications networks and services. Since the future network will deploy fiber, 
for example, OPASTCO realizes that getting fiber to a|j home* is the key to the information age. 

The Development Qf The Information Age Should Be 
Universal l y Available Tu All Citizens Througho uiJheiStelioft 

ui the last several decades the world's industrial growth has become increasingly linked to 
communications and information To remain competitive in the "innxtnation age" and global economy, 
our nation's econonruc engines will be driven, in part, by the telephone industry's ability to provide new 
information services to -ustomex*. Advanced telecommunications should not be limited to large cities, 
but should also play a major role in the development of rural America. The telecommunications 
infrastructure in rural America will be central to the prosperity and competitiveness of small 
communjfta*. Maintaining strong rural telephone and REA programs is vital to rural America and small 
independent telephone ctA/^paniea. To continue new service and network development there must be 
continued capitalization for the Rural Telephone Bank and loans for the REA fund 

We also urge the Congress to extend the concept and policy of univcr$*l nrvtce to new services 
and make sure it is implemented in developing a nationwide intelligent network. Congress has long 
promoted and protected the concept of universal service, which requires reasonably priced 
telecommunications services to aJl Ih ft j gBgpjft throughout the nation. The universal service commitment 
reflected the governments recognition that telephone service was a virtual necessity of modem Ufe The 
nation's telecommunications policy for the information age should broaden the concept of universal 
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service now that advanced service* ire offering more than basic voice comniunication*. To deprive rural 
citizens access to the new service* in the information Age has the effect of creating a dm of the 
information rich and the inform* bon poor. The universal service mandate it a public interest standard 
that should be extended to indude an "information rich network" that will bring growth and vitality to 
rural communities across the country. 

Eliminating The Cro^s-OwnPrQhjp i fon is In The Public Interest 

Oble teievwion service would be available to more of rural America i( telephone companies were 
able to provide cable service. Many small telephone system* have already taken advantage of tk-e rural 
exemption to provide video service* in their telephone service araas. Due to the rural exemption for coov 
munitie* of 2500 or toss, more than 200 small telephone compaiuea currently ptovide cable in many rural 
areas neglected by large MSOs, However, large cable companies are also avoiding rural areas with 
populations greater than the rural exemption since they consider these regions "loss profitable" markets. 
Therefore, raising the rural exemption will allow more small telephone companies to provide cable to 
mocfl rural citizens. 

Many of the small teJcoowned cable systems already operate in areas that the larger cable 
companies would not serve because of high costs and low population dinsiiy. Although larger cable 
companies h*d an opportunity to serve those areas they aid not take advantage of that opportunity. In 
some small communities that are served by cable firms, their penetration rate tends to virtually stop 
when it hits 65-ro-75 percent of total population. It is obvious to say many MSG* are concentrating on the 
consumers and markets which are the most profitable. 

Removal of the cro*HOwnorsiup restriction with cor>ditional safeguards will *l*o give tekos a better 
opportunity to continue network inoderniutjon as well as research and development for advanced 
service*. Since most cable companies face no competition and telephone companies are denied access, 
both have little incentive to invest RarD into advanced services and network nic^ieTiiiratkm. 

The cost of fiber would result in lower not higher costs since the uses of the bandwidih are virtually 
unlimited and the maintenance is cheaper than coaxial In addition, the total cost should decrease as 
more services are carried on the network Tefcp entry would encourage phone companies to merge theu 
existing narrowband network with broadband capabilities. Such a design will reduce redundancy costs. 
Rural infrasr ucture development would then be as efficient and coordinated as urban-based systems. 
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Not all cable systems have been reused of unfair and anti-competitive practices. A few policy 
makers would solve- ihe abuse of a few cable operator* by re- regulating I he entire industry Subjecting 
small cable systems lo regulation designed for large urban-based systems, however, would adversely 
affect service in rural areas. 

Tier F regulation, for example, could hurt small cable operators since many of us offer only one 
tier of service. Requiring cable operators to compromise channel positions u an unfair benefit for the 
broadcaster and is technically difficult and expensive. Finally, forced carnage requirements would 
deplete our limited channel capacity and require us to build expensive receiving antennas to pick up 
distant signals which may not even be v4 interest to our viewers. 1 According to several OPASTCO mem- 
ber companies: 

"local broadcast station's flourish in urban areas since forge (Me operators have the 
tec hn teal resources to retransmit their signals with relattve ease and expense Small 
cable operators, alternatively, must build expensive facilities to receive the closest 
local' broadcaster's signal which can be as far away as a hundred mites or more. 
When a broadcast signal is to be retransmitted by a cable system, the signal should 
be delivered to the principal headend in a manner that affords acceptable quality 
retran*mt»ston and does not require the cable operator to buttd additional facilities 
The definition of "local ,* therefore, should be subject to the broadcaster's ability to 
provide a proper signal that is arceptable to Federal Communications Commission 
(FCC) quality requirements." 

Although some see re- regulation a* a short-term solution to cables anh-cornpeative practices, it 
could very easily become too burdensome for rural cable operators. Regulation in low density areas, 
such as Iowa and Minnesota, is not cost effective Winnebago Cooperative Telephone Association, the 
system I manage* serves 6,400 telephone customers and nearly IjOOO cable television customers within 
our service territory Our basic service rate even in this low density, high cost area t» $1200 per n»onth. 
whereas, the average cable rate across the U 5. is over 27 percent more per month and rising tn addition, 
the larger systems have lower costs, higher densities, and have areas easier to serve 

Our opponents argue that if the prohibition is lifted, telephone companies will discruninate against 
their telephone customers. In our years of operation, to my knowledge, no one has ever made that claim 
against my company. In any event, there an? sufficient Federal and state regulatory safeguards that 
protect telephone customers from such conduct. 

It is time to open up cable television services to telephone competition, and t support legislation 
that would do this. In fact, one of the goals of the 1984 Cable Act was to foster competition in the cable 
television marketplace Instead of moving to realize that goal, several bills pending in the House and 
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Senate plan to re-regulale cable television services. {^regulation of our cable system would not beJjr our 
rural customer*. In fact it would undoubtedly add to Ihe cost of providing that service. 

it re-regulation of all cable system is found to be necessary, OPASTCO believes Ihe oversight 
should be vested in Ihe local regulators using the following provisions: 



1) No regulation of rates if rtf es are increased al a cumulative equal to rive percent or 
teas over inflation per annum. 

2) !f 10 percent of the cable subscribers submit a formal complaint to the appropriate 
franchise authority, then thai body can choose to regulate Tier I service for a specific 
amount of time. 



OPASTCO encourages Congress to lift the cross-ownership restriction with provisions that ensure 



Telecommunications development is a competitive concern to rural areas in that tt can strengthen 
and revitalize business activity. Advanced teJecofnmurucabons. such as broadband video, should not be 
limited to large ahes, but should also play a major role in Ihe development of rural America. Allowing 
rural telephone companies to carry entertainment television, for example, could spawn additional 
services to rural customers otherwise not available. 

In addition, some large cable companies are avoiding rural areas with population* greater than Ihe 
rural exemption since they consider these regions less profitable than other regions Therefore, 
eliminating the cross-ownership ban is in Ihe public interest since it extends broadband cable services to 
more oi rural Amenca. Small tekphooe systems would more easily expand the availability of informs 
toon services if allowed lo provide cable television in their telephone service areas- 

Subjecting small cable systems to regulatkn designed for large urban-based systems would 
adversely affect service in rural areas. OPASTCO believes that addressing the above concerns and con- 
sidering the special cat* of small fteko/cable systems will advance the goals of providing the best quality 
and broadest range of cable services to the greatest number of people. The lives oi rural citizens will 
benefit generally as intonation access removes some of the isolation of remote communities. Thus, 
OPASTCO supports nmfitifmslty lifting the toko/cable cme^waenhlp ban with provisions for the 
small cable operator 



Conclusion 
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Mr. Wise. Thank you, Mr. Lein. 

Next will be Gene South, Executive Vice President of the Pan- 
handle Telephone Cooperative, Inc., and he's also representing the 
U.S. Telephone Association. 

Mr. South. 

STATEMENT OF GENE SOUTH, EXECUTIVE VICE PRESIDENT, 
PANHANDLE TELEPHONE COOPERATIVE, INC., REPRESENTING 
U.S. TELEPHONE ASSOCIATION 

Mr. South. Good morning. My name is Gene South. I am the ex- 
ecutive vice president of operations for Panhandle Telephone Coop- 
erative [PTCI] in Guyroon, OK. 

I appear before this committee on behalf of Panhandle and the 
U.S. Telephone Association, USTA, which represents about 1,100 
member companies that provide telecommunications services over 
98 percent of the access lines in the United States. 

The purpose of my comments today is twofold: First, I want to 
share with you a real life, technological success story. Second, I 
want to point out the importance of pursuing the development and 
deployment of telecommunications technology for the betterment 
of all Americans. 

Panhandle Telephone Cooperative supplies telephone and tele- 
communications services in the Panhandle of Oklahoma and serves 
approximately 4,200 subscribers. 

In our service area, as in most rural areas of the country, the 
distressed state of our farm and energy economies has led to un- 
wanted but necessary cutbacks in many public and social pro- 
grams, including education. 

Panhandle Telephone Cooperative did not want to see the schools 
close. Local school systems are critical to the economy and social 
stability of a regional rural area. 

Our cooperative, therefore, joined with the administrators in 
Beaver County to develop an educational delivery system for the 
sharing of curriculum and classes between schools. 

We determined that the best way to share Beaver County's edu- 
cational resources would be through the use of a private interactive 
television network. 

Now in its second year of operation, Panhandle Shared Educa- 
tional Video Network, PSVN, a joint school/business partnership 
with a panhandle subsidiary, is furnishing the means through 
which four Beaver County high schools provide high quality in- 
struction and education to their students over 83 miles of fiber 
optic cable. 

The PSVN system is a leading edge educational tool using state- 
of-the-art telecommunications technology that provides bidirec- 
tional, fully digital video signals with the use of fiber optics. 

The system allows the teacher in one school to teach a class 
which can be viewed by students in any one, or in all, of the other 
schools connected to the network. 

The teacher can see and communicate with the students in the 
distant classrooms which in turn can also see and communicate 
with each other. 



3 r s 



305 



Eventually this system will tie together school systems through- 
out the Panhandle of Oklahoma, including Panhandle State Uni- 
versity. 

The interactive educational system I just described would not 
have been possible were it not for the digital fiber optic network 
built by Panhandle Telephone Cooperative. 

This digital network provides top quality telephone service to all 
of our customers and will serve as the backbone of the PSVN 
system as it expands. 

This is our sue cess story. 

Through the use of digital and fiber optic technology, coupled 
with network management expertise provided by the local tele- 
phone company, we were able to improve the educational opportu- 
nities for our young people and realize a better utilization of our 
resources. 

What else can we do with this technology? 

In my view the natural evolution of PSVN would be to take 
these services into the home. And this is the other reason ™hy I'm 
speaking with you today. 

All telephone companies should be allowed to pursue the use of 
the latest technology to benefit their customers. If telephone com- 
panies are permitted to offer video services to the home there will 
be more revenues available to support the deployment of fiber. 
Otherwise fiber costs will have to be shared only by voice and data 
services. Fiber deployment will be delayed and this country's tele- 
communications infrastructure will suffer. 

If large telephone companies are able to enter the video services 
market, they will be able to bring their greater research and devel- 
opment capabilities to bear as well as attract other manufacturers 
and service providers. And this will benefit rural Americans 
through more diverse offerings and lower prices. 

The public interest is not being served by precluding telephone 
companies from being partners in the provisioning of worthwhile 
services. 

We believe a comi>etitive marketplace would serve the public in- 
terest and benefit consumers. 

Through a fiber optic network, telephone companies would be 
able to offer shopping and banking at home, interactive television, 
sports, entertainment, video on demand, and community services 
such as education. 

Provisioning of video is just one part of a much larger effort. 

The cable law serves as a barrier to the telephone industry as it 
seeks to build a network of the future. 

I thank you for this opportunity to appear before you and I am 
prepared to respond to your questions. 

[The prepared statement of Mr. South follows:] 
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Good morning. Ky name i» Gene South* I am Executive vice 
President of Operations for the Panhandle Telephone Cooperative 
in Guymon, Oklahoma. I appear before this committee on behalf of 
Panhandle and the United States Telephone Association (USTA) . 

USTA represents about 1100 member companies that provide 
telecommunications services to over 98 percent of the access 
lines in the United States* USTA members range from large 
publicly-held corporations to family-owed companies and 
customer-owned cooperatives such as Panhandla* For nearly a 
century, USTA member telephone companies have been dedicated to 
fulfilling two goals: serving the nation's telecommunications 
needs and maintaining universal service* 

The purpose of my comments today is twofold. First, I want 
to share with you a real life* technological success story. 
Secondly, I want to point out the importance of pursuing the 
development and deployment of telecommunications technology for 
the betterment of all Americana. 

In the way of background, as the name of my company 
suggests, the Panhandle Telephone Cooperative supplies telephone 
and telecommunications services in the panhandle of Oklahoma. 
Organized between 1556 and 1958, with 600 subscribers, today the 
Cooperative serves approximately 4,200 subscribers. 

1 
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While ve may have had positive growth over the years, I 
would not characterize our present or future business 
environment* ae economically sound ♦ In our service areas, as in 
most rural areas of the country, the distressed state of our farm 
and energy economies has resulted in a substantial decrease in 
tax dollars. This shortfall has lead to unwanted but necessary 
cutbacks in many public and social programs. Unfortunately, this 
includes education. 

It is no secret that the educational system in the state of 
Oklahoma is facing some very difficult times and some tough 
choices. 

Due to the remoteness of some of our schools, the lack of 
teachers, and declining revenue, the Oklahoma state Department of 
Education — as well as the school districts located in tru. 
panhandle — realized it would only be a matter of time before 
some of these schools would have to be closed. 

The Panhandle Telephone Cooperative did not want to see that 
happen. We could not afford to let schools close or be 
consolidated into larger school systems outside the local 
communities. Local school systems are normally the center of the 
community so it is critical to the economic and social stability 
of the region that they maintain their vitality and educational 

2 
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progressiveness. If they did not, then the communities around 
them would eventually die out. 

One of our primary goals at Panhandle Telephone is to 
provide any assistance that will enable communities in our 
service area to not only survive, but to grow and prosper — now 
and in the future. 

It is for these reasons that our cooperative joined with the 
administrators and boards of education of the four high school 
districts in Beaver County to develop an alternate educational 
delivery system that would allow for the sharing of curriculum 
and classes between schools. 

In other words, we needed to find a way to pool the 
educational resources \h> had available to keep our schools open. 

The increasing emphasis from the Oklahoma state Department 
of Education for increased educational opportunities and 
standards led to an innovative approach to deal with this 
problem. it was determined that the best way to share Beaver 
County's educational resources would be through the use of a 
private, interactive television network. 

As school commenced in August of this year, this network 
began its second year of operation. The Panhandle shar-Ed 
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Educational Video Network (P-S-V-N) , a joint school/business 
partnership with Panhandle Telecommunication Systems, Inc.* a 
subsidiary of our telephone cooperative, is furnishing the means 
through wh*ch four Beaver County schools provide high quality 
instruction and education to their students. 

The Beaver County System ties together the schools of Balko, 
Turpin, Forgan and Beaver over 83 miles of fiber optic cable. 
Transmitting and receiving equipment is located at each 
individual site and each school is equipped with a studio 
classroom for broadcasting and receiving classes. The PSVN 
system is a leading edge educational tool, using state of the art 
telecommunications technology, that provides bi-directional, 
tully digital video signals via fiber optics. 

The system allows a teacher in one school to teach a ckss 
which can be viewed by students in any one, or in all, of tho 
other schools connected to the network. with full duplex 
interactive video, the teacher can also see and communicate with 
the students in distant classrooms. These distant classrooms can 
also see and communicate with each other. 

The PSVN system is one of the first fully digital video 
networks in existence. Eventually this system will tie together 
school systems throughout the panhandle of Oklahoma, including 
Panhandle State University, we envision PSU becoming a "regional 
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university*, that will serve the educational needs of student* in 
Northwest Oklahoma, Texas, New Mexico, Colorado and Kansas. 

The interactive educational system I've just described would 
not have been possible were it not for the digital network built 
by Panhandle Telephone Cooperative. 

This network, which includes electronic switching centers 
connected by fiber optic transmission facilities, provides top 
qua ty telephone service to all c* our customers. This same 
digital network will serve as the * *• Joone of the PSVN system as 
it expands. 

And it will expand. The PSVN system has surpassed all of 
our initial goals. It is now apparent to everyone involved that 
we have only scratched the surface capabilities this *ystam 
offers. I have no doubt that in the future we will see 
innovative applications we ha\eVt even thought of yet. We know 
it will exist for the students ir sur schools and for the people 
in our communities. 

This is our success story. Through the use of digital and 
fiber optic technology, coupled with the network management 
expertise provided by the local telephone company, we were able 
to improve the educational opportunities for our young people, 
and realise a better utilization of our resources. 
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We have been able to preserve the vitality of our corner of 
rural America . And we have done so through the development and 
deployment of state of the art telecommunications technology. 
But this success story begs the question: "What else can we do 
with this technology?* in my view, quite a lot. 

Applications like the Panhandle Shar-Ed Educational Video 
network are no longer the blue sky dreams of engineers and 
planners — they are reality. Sound business management and the 
advancement of the public interest dictate that we must pursue 
similar and even more innovative applications throughout the 
country. As Americans, we mu^t work together to position 
ourselves to reap the benefits of the Information Age. 

In Oklahoma's panhandle, the psvn system is not only meeting 
an immediate need, it has also led to the improvement of the 
telecommunications infrastructure for all of the Panhandle 
Telephone Cooperatives' customers. The natural evolution of some 
of the services offered over the PSVN would be to take them into 
the home — for the disabled, for shut-ins or for those who 
otherwise can't make it to one of the school sites. 

Panhandle is lucky. Because ire communities we serve have 
populations of 2,500 or less, we do not need a special waiver to 
provide video services. Current regulatory bar.iers either 

6 



3?« 

ERIC 



313 



prohibit or greatly restrict this possibility for telephone 
companies in communities with populations over 2,500. And this 
is the other reason why I am speaking with you today. 

All telephone companies should be allowed to pursue the use 
of the latest telecommunications technology to benefit their 
customers. If telephone companies are permitted to offer video 
services to the home, there will be xnoie revenues available to 
support the deployment of fiber. 

otherwise fiber costs wilx have to be shared only by voice 
and d,\ta services. Fiber deployment will be delayed, and this 
country's telecommunications infrastructure will suffer. 

Current FCC regulations and the prohibitions contained in 
the Cable Act prevent local telephone companies in communities 
with populations over 2,500 from entering the video programming 
marketplace. They provide no incentive to accelerate the 
development and deployment of advanced technology. In a word, 
they are counterproductive. The more services we can provide 
over an advanced public switched network, the larger the customer 
base will be to pay for this network. 

If the large telephone companies are able to enter the v: loo 
seivices market, they will be able to bring their greater 
research and development capability to bear as well as attract. r? 
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other manufacturers , and service providers. This will benefit 
rural Americans through more diverse offerings and lower prices. 

At Panhandle, through our partnership, we could actively 
participate in getting the shared educational video network up 
and running over our digital network. We were able to save 
thousands of dollars in development and installation costs, and 
we are quite proud of the system's success. We want to have that 
same type of "partnership* for our residential customers. 

I cannot see how the public interest is being served by 
precluding any telephone company from being a partner in the 
provision of worthwhile services. I doubt that many of the 4,200 
residential customers we serve can see the benefit either. 

In the on-going debate over cable television/telephone 
company cross-ownership, the cable industry has erected many 
straw men, saying the telephone industry will come in od make a 
killing in the entertainment television marketplace and run the 
local cable operators out of business. This is simply not true. 
Local telephone companies want the opportunity to compete with 
cable operators in offering cable television. We believe a 
competitive marketplace would serve the public interest and 
benefit consumers. 

yes, the local telephone industry wants to be able to 
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provide their customers with cable TV, but it is not the only 
objective, our concerns are broader than who should b* allowed 
to of far entertainment television to the American public. What 
we are really talking about is the future course of 
telecommunications in this country. 

The provision of cable television by telephone companies can 
provide one necessary impetus to accelerate the deployment of 
fiber optic technology into the public switched network. Through 
a fiber optic network, telephone companies would be able to offer 
shopping and banking at home, interactive television, sports, 
entertainment, video-on-demand, community services such as 
education and self help courses and much more. Allowing 
telephone companies to provide cable television is just one part 
of a much larger effort. 

The federal cable law that is keeping local telephone 
companies out of the cable industry is the same law that serves 
as a barrier to the telephone industry tm it seeks to build the 
networks of the future. 

The people in Beaver county, Oklahoma may live in a rural 
area, but they are on the leading sdge of the new era of 
telecommunications. They nave tapped into its tremendous 
potential. 
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What we need to realize la mat we ara no longer heading 
Ante the information Aga - wa have arrived. 

I thank you for this opportunity to appear before you, and I 
am prepared to respond to your questions. 
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Mr. Wise. I thank you for your testimony. 

Mr. Lein, your coop has expanded into cable and I take it you 
are providing cable service under the rural exemption* Is that cor- 
rect? 

Mr. Lein. We are providing it under two crossownership waivers. 

Mr. Wise. Then are you providing cable service outside of your 
local service area? 

Mr. Lein. We do not. Those two communities in which we serve 
the thousand customers are within our service territory. 

Mr. Wise. Have either of your systems, yours, Mr. Lein or yours, 
Mr. South, borrowed money from REA or the Rural Telephone 
Bank? 

Mr. Lein. Winnebago has. 

Mr. South. We have approached REA for a loan request and I've 
received notification that the loan had been approved for educa- 
tional cable, not for cable TV purposes. 



buyer must face if they want to offer cable TV? 

Mr. Lein. Well, let me make clear when I say Winnebago re- 
ceived an REA/RTB loan. It was for telecommunication/telephone 
facilities, not for cable. 
Mr. Wise. And yours is for education? 

Mr. South. I would see some difficulties because REA will only 
allow you to provide those type of services, educational TV, within 
your certified territory. They prohibit services outside your certi- 
fied territory. 

Mr. Wise. Would both of you recommend raising the present 
2.500 -person standard that permits you to offer cable service? 

Mr. Lein. Yes. I think at a minimum it should be raised to, say, 
a 10,000 figure. 

Mr. Wise. Mr. South. 

Mr. South. And I have no problem with that. I've heard figures 
from the 2,500 up to 20,000. I think the Issue is that when the 
larger telephone companies are allowed into providing CATV, we 
will receive the benefits in rural America by those benefits of R&D 
and therefore lower prices. 

Mr. Wise. Let me ask some questions that were raised by the 
statements of the previous panel, one of those being that there 
should not be, in the words of the previous panel, forced feeding of 
fiber optics because it's something that telephone companies will 
do anyhow, although over a longer period of time and that, indeed, 
a rate payer should not be asked in effect to subsidize cable. 

Could you comment, react to that, either o?ie of you or both? Mr. 
Lein. 

Mr. Lein. You know, I've got 21 miles of fiber in the ground 
today, trunk cable that's been in the ground for 3 years and work- 
ing well. I haven't raised rates because of that. 

I think that if we're going to get fiber to the home and provide 
these services that rural America needs, we can speed it up oy put- 
ting the two together; by putting cable television broadband serv- 
ices and telephone together. 

I think it was a dreadful mistake in the 1970's to split thos* two 
industries which I think are one and are proving to he one to iay. 

Mr. Wise. Mr. South. 



Mr. Wise. Are there 
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Mr. South. Mr. Chairman, we serve 4,807 square miles in the 
Panhandle of Oklahoma with 4,200 subscribers. Our density factor 
is 1.6 customer per route mile of cable. We have deployed 231 miles 
of fiber optics. Through that we've linked our central offices and 
provided educational services to the schools and we have not raised 
our rates 1 penny. 

Mr. Wise. Let me ask you, Mr. South: You're providing, as I un- 
derstand it, educational services via fiber optic but you're not actu- 
ally involved in the cable business itself, are you? 

Mr. South. That is correct. 

Mr. Wise. Why have you chosen not to do that? 

Mr. South. Basically we have 14 communities. Five of those four- 
teen are receiving CATV services by other entities than the local 
telephone company. Nine of the fourteen exchanges is actually 
rural, rural. And I d like to define that. We do not have 

Mr. Wise. I take it anything outside of Clendenin I would define 
as rural, but go ahead. 

Mr. South. For instance, to give you an example, one of our com- 
munities is Eva and we do not have a nucleus of customers in one 
small area. For that central office we have subscriber loops that 
are 27 and 80 miles long. So it is cost prohibitive to provide CATV 
as a stand-alone service and erect those type of facilities to those 
long loops of 27, 30 miles long. 

Mr* Wise. What would be your feelings, either one of you, if 
there were limited changes made in the Cable Act so as to permit 
you to involve in being the conduit for cable television but to pro- 
hibit telephone companies from being involved with programming? 
Any of you care to comment on that? 

Mr. Lew. We at Winnebago consider ourselves really too small 
for programming with a thousand customers. I know what studios 
cost and those other activities. I don't think I or OPASTCO has a 
problem with the conduit idea as long as the telco would be permit- 
ted to provide some programming on that same conduit. 

Mr. South. And I would agree with that. Basically I think as my 
Congressman stated earlier we are not looking just at the aspect of 
CATV services; we're looking at a much larger picture of providing 
many services over broadband facilities. 

Mr. Wise. Finally, in the previous panel there was some discus- 
sion of the adequacy of satellite service for educational purposes 
versus fiber optic. Would you have any observations you would like 
to make on that, and how interactive each one is? Mr. Lein. Mr. 
South. 

Mr. Lein. I'm not an engineer but I do believe they're not very 
interactive and would not be a successful media today. 

You might be interested in an effort to get television signals to 
some of my rural customers, I have 2 years ago joined the RNTC 
who provides programming through satellite dishes. 

I think today Winnebago has 50 rural customers enjoying those 
satellite programs they really can't get any other way. 

Mr. South. To me there is quite a bit of difference between that 
of satellite and bidirectional use of fiber optics. For instance, the 
educational purposes that we're using fiber today in linking the 
schools, fiber optic is so sensitive that when a student turns a page 
in a remote school, the teacher can hear that page turned. 
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Where if you use satellite today with it being nondirectional, you 
have the video through the satellite but your audio is through your 
land lines of the telephone systems and there is the inadequacy of 
true interactive television. 

So to me in using the pure broadband facilities is the way to pro- 
vide the best services to those rural Americans. 

Mr. Wise. That also means, then, that 30 years ago the teacher 
could have seen me talking to the kid behind me, too. 

Mr, South. That's correct. 

Mr. Wise. Technology may have gone too far. 

Mr. McCandless. 

Mr. McCandless. Thankyou. Yd like to see some of that technol- 
ogy between our district offices. [Laughter.] 

The pins we hear drop are sheet metal bombs coming out of the 
cable. I ve been waiting to listen to that fiber optic. 

My problems are somewhat different than those of my col- 
leagues. On every ballot issue in my district there's something that 
says "please, don't send any more people to us. We don't want any 
more/ So when we talk about rural areas, as you gentlemen have, 
and the sparsely populated demand for the services that you pro- 
vide are somewhat different. 

My interest, of course, is in that, but particularly my interest is 
in the regulatory process and what if anything we need to do in 
order to improve that without placing the governmental organiza- 
tional structure in a mode of hampering what I consider to be the 
necessary private enterprise flexibility. 

A lot of words. 

You gentlemen in your experience in Iowa and Oklahoma with 
the current 1984 law deregulation, if you had your "druthers," 
what would you like to see changed and at what level would you 
like to see the regulatory process, if any, on cable TV? 

Mr, Lein. For my part, sir, I don't see a lot of benefits in Iowa to 
cable regulation. 

My two cable systems have never been rate regulated. The com- 
munities, although they've had opportunity to, chose not to regu- 
late the rates of those two cable systems. 

The States of Minnesota and Iowa years ago stopped regulating 
the rates of telephone companies under 15,000 access lines. In Iowa 
that leaves, of 155 telephone companies, only five rate-regulated 
companies, the holding companies. The rest of us are not rate regu- 
lated. 

I think that the health and prosperity of the telephone compa- 
nies and the service and the very reasonable rates to the customers 
will bear out that not regulating those rates has been a good move 
for that industry. 

llr. South. In the competitive environment I do not see the need 
for regulation. But if \ ^ulation is necessary I feel that there 
should be special recognition to those rural areas. There's ^here 
we get to the point of the definition of what is rural. And I have no 
problems with the 2,500 being moved up to a threshold of 10,000 or 
20,000. 

But I definitely believe that— I'm a strong advocate for rural. 
Those services that are provided in the urban areas should be pro- 
vided in rural areas. PTCI consumers are entitled to those services. 
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Mr. McCandless. It's nice and quiet in the rural area. Should 
the urban area be provided with the same environment? 

Mr. South. To respond to that, Congressman, I would say that 
we're trying to meet the dramatic food demands in our agricultural 
environment. And, yes, we have some peace and quietness that 
we'rv quite proud of. But within that scenario we also are proud of 
providing the best telecommunications infrastructure network and 
services over those telecommunications infrastructures. 

We have good quality telephone service. We would not expect 
less. 

And what I am saying is to a continued effort of economic 
growth in the rural areas those services that will be provided in 
the urban areas need also to be provided in the rural areas. 

Mr. McCandless. You two gentlemen have very clearly stated 
your position. 

Mr. Lein, you talked about the nonregulatory process of the tele- 
phone companies which would also reflect the cable companies 
within the general area of your habitat. As a telephone company, 
occasionally or frequently are you accused of rates being increased 
unjustifiably? Are there cable companies in your area similar to 
those that have been expressed here today of raising rates too rap- 
idly? What is the general atmosphere of that kind of process in 
your area? 

Mr. Lein. The telephone companies in Iowa and Minnesota are 
rarely accused—the small companies are rarely accused of exces- 
sive rates. 

I suppose the MSO cable television companies have rates in tbr* 
$16.50 area which is roughly the national average. And I do know 
they get complaints about increases, especially in the last 2 % 2Vz 
years. 

Mr. McCandless. Do you think that increase is proportionate to 
quality of service— I mean, the complaints? 

Mr. Lein. I can't respond to the quality of service very well. I 
think that it isn't the signals. They're generally getting good sig- 
nals. It's probably the response to outages and troubles, that 
they're not very responsive, and there are a lot of complaints about 
that. They send the serviceman to the town twice a week. That's 
not enough. 

In my system I can have a person whose telephone and television 
is out and he or she will ask to have the television fixed much 
sooner than he will a telephone. 

If there's a bill problem in making a payment, they'll make the 
television bill payment before they will a telephone. Its that im- 
portant to them. 

Mr. McCandless. Mr. South. 

Mr. South. In Oklahoma I have not heard any comments to the 
point that our rates are too high or that they are increasing. 

As to the second part of your question, there was a study made. 
In the State of Oklahoma the average rates for cable TV for the 
base year of 1986 I believe was $11.64. Compare that to the base 
year of 1989, it's $16.39. So there's a 39 percent increase just for 
the State of Oklahoma. 

Mr. McCandless, Thank you, gentleman. Thank you, Mr. Chair- 
man. 
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Mr. Wise. The gentleman from Oklahoma, Mr. English. 

Mr. English. Thank you, Mr. Wise. I do want to respond to my 
good friend and colleague from California and say that noise is usu- 
ally connected to jobs. So if you have any noise-connected jobs, you 
might send them to Oklahoma from California. We would be de- 
lighted to take those jobs and take a little noise off his hands any 
time. 

Let me ask you with regard to the areas that you serve, both of 
you. Mr. Lein and Mr. South, is it correct that of all the rural com- 
munities that you have, within the next 10 years how many of 
those communities given the way things are now, how many com- 
munities do you think will be served by fiber optics as opposed to 
what we have today? 

Mr. South. Within the next 10 years? 

Mr. English. Yes. Give me a percentage. You don't have to give 
me communities. But roughly a percentage of the communities 
that you have. 

Mr. South. That is fiber direct to the home I guess is what 
you're asking? 
Mr. English. Right. 

Mr. South. Congressman, I would say that within the next 10 
years that if we are allowed as the total telephone industry into 
cable 

Mr. English. Just as they are right now. 
Mr. South. Just as they are now? 
Mr. English. Everything stays just exactly as it is now. 
Mr. South. That's hard to decide but I would say 40 to 50 per- 
cent. 

Mr. English. Forty to fifty percent? The 50 to 60 percent that 
remain, beyond the year 2000 is there any chance or much chance 
in the next 10 years that they would receive fiber optics? 

Mr. South. I would say yes." The deployment of fiber to the 
home based on a scale that you have just given me, under today's 
environment those, say 50 percent that did not receive fiber to the 
home, within that 10 years— I see the problem of the remaining 50 
rcent as a cooperative. PTCI needs to provide service to all mem- 
rs alike. And for me to provide fiber to home in one exchange 
and not provide it in another exchange under a cooperative atmos- 
phere is not just to PTCI members as a total company. So PTCI 
needs to look at it as to the point of when it can really der'.oy fiber 
to the home hopefully within the next 10 years. 

Mr. English. Can you deploy fiber optics to a community with- 
out deployment to the home, cost wise? 

Mr. South. With today's technology there is some cable feeder 
routes which is the bulk feeder cable that can be provided through 
fiber optics and from there cable to the homes. As those costs are 
reduced and new technology comes upon us, I think the best way is 
direct fiber to the home. 

Mr. English. We've got all these communities out there. This 50 
to 60 percent that you're talking about that you don't think have a 
chance of putting fiber optics in the home in the next 10 years. I 
assume the reason you can't go beyond those is cost. Is that cor- 
rect? 

Mr. South. That's correct. 
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Mr, English. Can you make fiber optics available to a school or 
to a hospital without making it available to the rest of the commu- 
nity from a cost standpoint? 

Mr, South, That we can. And basically what you have to look at, 
for instance, if you were to link the medical facilities, the hospitals 
in the Panhandle of Oklahoma with the backbone structure that 
we have today that links our central offices, we can take small 
spurs off that backbone and link these type of services together. 
Hospitals, banks, medical centers, elderly homes. And you would 
not have to deploy fiber to all the customers homes to provide 
those types of services. 

Mr. English. Mr. Lain, what about in your part of the country? 
What percentage of the communities in the next 10 years do you 
think will be hooked up on fiber? 

Mr. Lein. I agree with Mr. South's comments except I would 
think that in our area the percentage in the next 10 years to whom 
we could get fiber to the home would be probably less, 30, 40 per- 
cent. 

Mr. English. Do the remainder have much of a chance of getting 
fiber in the next 10 years? 

Mr. Lkin. One of the problems with responding to the question 
is, we don't really know what research and development is going to 
turn up in the next year or two or three. But I think unless there 
is really great economic breakthroughs, I think there's little 
chance. 

Mr. English. One of the concerns I have is that overriding ques- 
tion of all the rural communities. It seems to me that in this field 
of technology and the communications systems that for a lot of 
communities that's going to determine who's going to live and 
who's going to die. And the real question is, I suppose, how far we 
go in trying to give as many communities as possible a chance to 
survive. 

I think we have a question with regard to the REA and the fund- 
ing that's going to be provided through the RTB to companies and 
how far we move in that direction and how many communities we 
give a chance. 

I think that this whole question of whether or not we do allow 
telephone companies to get into the cable business is another issue. 
There are some communities that it may spell the difference be- 
tween being able to offer service and not being able to offer service. 

What percentage of Winnebago's and the Panhandle's area of 
that 50 to 60 percent that's not likely to get it in the next 10 years, 
how many of those would it make a difference as far as the feasibil- 
ity of being able to offer it, being able to provide television service 
and not being able to provide television service? 

Mr. South. Again, I think that's an assumption that's hard to 
grab a hold of mainly because with the current prices and the cur- 
rent technology available that restriction is there. And I feel 

Mr. English. I'm talking about if the restriction was removed, of 
the communities within that 50 to 60 percent that you would be 
able to offer fiber to simply because of the fact that you've got 
other revenue coming in that you cannot offer today? 
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Mr. South. What we are seeing, Congressman, is, for instance, 
the cost of fiber decreasing about 50 percent approximately every 2 
or 3 years. 

To answer your question directly I would say half of those cus- 
tomers, half of that time 

Mr. English. Mr. Lein, do you have any thoughts on that? 

Mr. Lein. I'd like to respond to the business aspect of the ques- 
tion. Lake Mills, my headquarters town, is a town of 2,300. We 
have almost now a thousand industrial jobs. We have been able to 
attract three new businesses in the last 3 years. The last one was a 
trucking firm, Norseman Trucking. It came in with 35 trucks and 
55 or 60 men and women and clerks. 

The communications system to them was of vital importance. We 
happen to be fortunate enough to have our fiber trunk facility into 
my headquarters town where we have a toll switch. 

They wanted to install a satellite truck tracking system which I 
haven t seen yet but I understand they have it in and working. 
When the individuals came in to sell this satellite tracking pro- 
gram, they came in with the idea that this thing isn't going to 
work here. They were extremely surprised with our fiber facility 
that the levels and the tests that they made were of the highest 
quality and they had no problem at ail installing the system. 

This was a key issue to this man as he moved his business to our 
headquarters town. 

Mr. English. Would it make a difference in rural communities 
whether you were able to offe ■■ cable service or not able to offer 
cable service as to whether or not you can provide fiber optics to 
the community? 

Mr. Lein. It would except I have some communities that have al- 
ready in the last 10 and 15 years lost the school, lost the bank, and 
lost the grocery store. They can't be helped. 

Mr. Engush. I would agree. I think we've got a lot of communi- 
ties that do fall in that category. The question is how many more 
in the next 10 years we'll see that fate fall to. 

Thank you, Mr. Chairman. 

Mr. Wise. Thank you. 

A followup question. If croasownership restraints were lifted — 
and we have been talking about the fact that the first economic in- 
centive is to go to urban areas—what's to say that the telephone 
companies won't be concentrating on densely populated or higher 
income areas and leaving the rural areas behind? Would any of 
you care to comment on that? 

Mr. South. I would say that traditionally the telephone industry 
has provided high-quality service and provided universal telephone 
service and is being allowed to provide CATV, with the appropriate 
FCC waivers. And basically I think your question is, would there be 
"skimming of the cream?" 

There's no guarantees. You realize that. But I would say this in 
our certified areas of the telephone industry we are interested in 
providing that quality telephone service but other services. When 
we get outside of our certified territory, you just become that serv- 
ice provider, whether it be an information service provider or 
CATV service provider. 
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So within and outside our certified area we are very conscien- 
tious of providing the best service possible. 
Mr. Wise. Mr. Lein, any thoughts? 

Mr. Lein. Mr. South earlier made a point about making the best 
attempt to serve everyone with the same quality and type of serv- 
ice within his community. And that's admirable. 

We try to do the same thing. But I must be honest with you, 
Winnebago serves 17 communities and I was only able in those 
communities that were left, depending on the size, we were only 
able to provide cable TV in two communities, leaving eight or nine 
others still unserved. I couldn't afford to serve them. 

I'm going to have to go where I can economically do the job. 

Mr. Wise. Thank you very much. 

Mr. McCandless. 

Mr. McCandless. I have nothing else. 

Mr. Wise. Thank you and I thank the panel for your contribu- 
tion. 

The next witness will be William J. Bresnan, president of Bres- 
nan Communications Co. and representing the National Cable Tel- 
evision Association. 

As Mr. Bresnan comes forward, I would like to note that we had 
asked a small rural cable company from West Virginia and I think 
it probably reflects sometimes the condition under which rural 
companies must operate because the manager's wife became iil and 
one of the two employees I believe is sick and, therefore, he had to 
be out on the road visiting some homes. So unfortunately he was 
not able to be here. Perhaps we can get him at a later time. 

Mr. Bresnan, if you have no objections to being sworn, if you 
would stand and raise your right hand. 

[Witness sworn.] 

Mr. Wise. You may begin. Your written statement will be made 
part of the record and please summarize in any way you feel. 

STATEMENT OF WILLIAM J. BRESNAN, PRESIDENT, BRESNAN 
COMMUNICATIONS CO., REPRESENTING THE NATIONAL CABLE 
TELEVISION ASSOCIATION 

Mr. Bresnan. Thank you, Mr. Chairman. 

Mr. Chairman, members of the subcommittee, my name is Wil- 
liam J. Bresnan. I'm president of Bresnan Communications Co. I'm 
also a member of the board of directors of the National Cable Tele- 
vision Association here in Washington. And I appreciate the oppor- 
tunity to appear before the subcommittee today to discuss the ef- 
forts of the cable television industry to bring its programming to 
rural Americans. 

Cable has been at the forefront of bringing television to rural 
areas and I'm proud of the accomplishments of our industry. 

Mr. Chairman, cable television started as a rural technology in 
mountainous areas of West Virginia and Pennsylvania. 

Cable extended the reach of broadcast signals far beyond that 
put out by the television transmitters and brought big city televi- 
sion stations to rural families who could not get them with their 
own television antennas. 
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Since th^ shoestring entrepreneurial days, cable, of course, has 
developed a broad diversity of its own programming and has moved 
into more populated areas to compete directly with television 
broadcasters. Vet we in cable have never abandoned our rural 
roots, nor have we forsaken our original mission, to bring television 
to the people in the country who live where broadcasters fear to go. 

Your own State of West Virginia is a perfect illustration of this 
point. Whether you live in Bergoo, Fiatwoocs, Alum Bridge, or 
Twelve Pole, you can subscribe to cable television from a local 
cable operator. 

Now, that's something that people who live in Georgetown or on 
Capitol Hill cannot do yet. 

There are only 11 commercial television stations licensed to 
broadcast in West Virginia; there are 833 communities served by 
cable television in West Virginia. 

When I entered the cable television business in 1958, the econom- 
ics of our distribution technology allowed us to build out into the 
country if we could serve about 60 homes per route mile. 

The money that our industry has poured into research and devel- 
opment, largely as a result of deregulation in the Cable Act of 
1984, has improved our efficiencies to the point where we can now 
build out into the country, and aggressively are building out into 
the country, to an average of 10 homes per route mile. In fact, our 
company has a number of construction projects under way that go 
to as few as five homw per route mile. 

For those who live in rural areas beyond even the reach of cable 
systems, there still is no need to go without ESPN, CNN, C-SPAN, 
or other popular cable networks 

Part of the complex compromise that made up the Cable Commu- 
nications Act of 1984 was an agreement to legalize the use of satel- 
lite television receive-only antennas for the private home viewing 
of cable networks. 

Home box office, the vlacom networks such as showtime or nick* 
elodeon, and other cable programmers have moved with determina- 
tion to provide their programming directly to rural customers with 
backyard dishes. 

This programming is available directly from cable networks, 
from a number of other distributors, in various combinations, and 
at prices comparable to — often lower than— prices paid by cable 
customers for the same programming. 

In 1988 the cdble industry played an integral role in the enact- 
ment of the Home Satellite Viewer Act which assured that home 
satellite dish owners would have access to the broadcast program- 
ming of independent television stations and to broadcast network 
programming where it cannot be received from local stations. 

Satellite dish owners have the opportunity to purchase more dif- 
ferent cable networks than do the vast majority of cable subscrib- 
ers. 

Further, there are still more than 70 channels of programming 
transmitted by satellite that are not scrambled, such as C-SPAN 
and C-SPAN II, and satellite dish owners may enjoy these net- 
works at no charge. 

The access to this broad srrsy of television programming by sat- 
ellite dishes is a major selling point for this technology. Dish sales 
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are booming again, programming subscriptions are booming, and C- 
band direct broadcast satellite business is solid and healthy. 

In the Upper Peninsula of Michigan, where my company has 
cable systems, satellite dishes are so ubiquitous that some wags 
refer to them as the "state flower." The same is true in most other 
rural areas of the Nation. In fact in my comoany which serves 
about 135,000 basic cable customers, we serve about 2,250 satellite 
dish customeis in the program. 

Mr. Wise. I just might note for the record, Mr. Bresnan, you 
come up our road and it looks like a massive tracking station up 
there. 

Mr. Bresnan. I know what ycu mean. 

Mr. Chairman, all of this should go to demonstrate that rural 
Americans have been, and continue to be, full participants and 
beneficiaries in the dramatic growth of video programming we 
have witnessed through the last decade. Indeed, new technology 
has often had ; *ts first application in rural are*, Service to rural 
Americans spawned the birth of cable and spawned the birth of 
home satellite dishes. As technology develops, it will continue to be 
applied to rural areas. 

I know that representatives of some of the telephone companies 
have come before this jubcommittee and argued that w ; th certain 
self-serving changes in the law they could deploy fib? v optic tech- 
nology to American homes. This contention deserves a serious look 
after which I believe it should be dismissed out of hand. 

Telephone companies have done a remarkable public relations 
job of developing a certain high-tech mystique around a rather 
simple delivery technology — fiber optics. 

Please don t misunderstand me. Fiber optics is an exciting 
medium for delivery of video programming. In fact we use it exten- 
sively Ia the cable industry. 

But this mystique conjured up by telephc ^ companies has al- 
lowed them to confuse the central issue. It has allowed the tele- 
phone companies to portray the deployment of fiber to the home as 
an end rather than a means. 

New technology, particularly that which serves a captive rate 
base protected by statute; that is, the monopoly provision of tele- 
phone service, should be deployed for only one of two reasons: 
either its deployment is necessary to bring new services to the 
market or its deployment is cost effective because the technology is 
cheaper than the one it replaces, thereby allowing for a reduction 
in prices to the consumers. 

Deployment of fiber to the home does not qualify under either 
criterion. 

Most Americans today have access to two forms of wire delivery 
to the home: A telephone line and a cable line. Between these two, 
consumers can get voice, video, and computer services offered, or 
even planned, for home use. 

But telephone companies want to replace their existing copper 
lines with fiberoptic lines to the home. According to Ray Smith, 
chairman and CEO of Bell Atlantic, the cost of rewiring the Na- 
tion's homes with fiber is around $400 billion. Now, that's more 
than twice the total asset value of the entire telephone industry 
today. And telephone rates are based on investment in assets. 
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Now, what new services do telephone companies propose tc give 
customers in exchange for this hefty price tag? Absolutely none. 

Despite all the lofty rhetoric floated by telephone companies 
about the threshold of the information age, there is not a single 
service for residential customers that could be provided over the 
fiber optic network of the future that cannot already be provided 
today using the copper plant of the telephone companies and the 
coaxial plant of the cable operators. 

No new services whatsoever. 

What, then, is all the debate about? It's simple. As you might 
expect, it's about money. 

Telephone company rates and hence their cash flow are based on 
an authorized return over and above invested capital. 

They have become ironic victims of their own technological and 
political success. 

Improvements in technology have increased operating efficien- 
cies and reduced costs. At the same time their lobbyists in Wash- 
ington and State capitals have scored enormous tax breaks for tele- 
phone companies through accelerated depreciation. 

Together these meters have reduced the expense component of 
the rate formula. That leaves the telephone companies in the 
rather embarrassing position of having to either find new costs for 
investment or cut local telephone rates. 

They are under a tremendous financial pressure, therefore, to 
deploy fiber to the home and increase their investment costs which 
they will get back with an average 13 percent return in the iorra of 
telephone rates. 

By ripping out all of their existing wires to the home and enlac- 
ing them with fiber, they can continue to justify high telephone 
rates for consumers; but as 1 have pointed out, consumers will get 
no new services. 

This financial pressure to buttress invested capital builds as the 
utility commissions in State after State move to rollback telephone 
rates. 

Last year alone, according to the FCC, 22 States ordered rate re- 
ductions totaling more than $838 million. 

In the last 2 vears, utility commissions around the country hav*> 
ordered rate reductions of more than $2 billion. 

Telephone companies seem almost desperate k j invest heavily in 
fiber to the home now before the cost of telephone sei-vice to their 
customers is lowered once again. 

Mr. Chairman, according to the FCC, 12.7 percent of the families 
in West Virginia do not have telephones even though telephone 
lines pass nearly every home. 

If these families could have phone service, but do not, the most 
likely reason is that they cannot afford it. This is understandable. 

The average rate for local phone service in West Virginia in 1989 
was $25.11. The USTA study, by the way, shows the average rate 
for cable in West Virginia is $15.82 in 1989. That's per month. 

That rate gives West Virginia the unwelcome distinction of 
having the highest average local residential telephone rate in 
America. 

Keeping rates artificially high through deployment of fiber to the 
home may be in the best interests of the telephone companies, 
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their shareholders, and their bankers. It is not in the beat interests 
of consumers. 

It is primarily for this reason that the Consumer Federation of 
America, whom you heard from earlier, and the American Associa- 
tion of Retired Persons recently issued a report concluding that ex- 
pedited deployment of fiber to the home is not in the public inter- 
est. The report also finds there is "no need to relax restrictions on 
local telephone companies' involvement in cable TV." 

I also understand that some telephone companies claim that 
absent a change in the law, rural Americans will go without cable 
television. 

Let me state unequivocally, Mr, Chairman, that the cable indus- 
try has no desire to see a regulatory structure that deprives anyone 
of cable television. 

It is for that reason that the 1984 Cable Act created a statutory 
rural exemption from its crossownership policy which prohibits 
telephone companies from being cable television companies in the 
same market. 

Today a telephone company wishing to serve an area with 2,500 
homes or less or with 30 homes or less per route mile may obtain a 
franchise to do so. Prior to 1984, that telephone company would 
have needed permission from the FCC before it could provide serv- 
ice to these areas. 

For markets that do not fall within the exemption, telephone 
companies may still provide cable service if they can demonstrate 
to the FCC that without their provision of cable programming it 
will not be provided or if they can demonstrate some other good 
cause. 

Now, some telephone companies have complained of the regula- 
tory burden of obtaining a waiver. A brief review shows this 
burden is minimal at most. 

Since the Cable Act went into effect, no waiver request by a tele- 
phone company has been denied. Every single one has been grant- 
ed. The average time for processing these applications is now down 
to 60 days. 

I have attached to my statement a chart that provides greater 
detail. 

Mr. Chairman, the waiver process at the FCC acts is no meaning- 
ful regulatory barrier to the provision of video programming by 
telephone companies in rural areas, consistent with the crossow- 
nership policies enacted by Congress in 19£4. 

In conclusion, Mr. Chairman, it has been my pleasure to appear 
before you to discuss these issues. My colleagues and I in the indus- 
try are the ones who first brought television to rural America more 
than 30 years ago. We are pioneering ways to improve the service 
we already provide. It was important to cable that rural America 
share in the diversity of programming now available in the indus- 
try and it remains important. And we intend to see that they con- 
tinue to share in all that cable has to offer. 

I respectfully request that my statement be made part of the 
record. 

Mr. Chairman, I would be glad to respond to any questions. 
[The prepared statement of Mr. Bresna*> follows:] 
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Mr. Chairman, Members of the Subcommittee, my name is William J % 
Bresnan. I am President of Breanan Cooraunications. I am also a member of 
the Board of Directors of the National Cable television Association. 

I appreciate the opportunity to appear before the Subcamtittee today to 
discuss the efforts of the cable television industry to bring its 
programming to rural Americans. 

Cable has been in the forefront of bringing television to rural areas 
and I am proud of the acconplishtnents of our industry. 

Mr. Chairman, cable television started as a rural technology in 
mountainous areas of West Virginia and Pennsylvania. Cable extended the 
reach of broadcast signals far beyond that put out by television 
transmitters and brought city "IV stations to rural families who could not 
get them with their own television antennae. Since those shoe-string, 
entrepreneurial days, cable, of course, has developed a broad diversity of 
its own programming and has moved into more populated areas to oonpete 
dir**ctly with television broadcasters. Yet we in cable have never abandoned 
our rural roots, nor nave we forp3ken our original mission: to bring 
television to the people in the country who live where broadcasters fear to 
go. 

your own state of West Virginia is a perfect illustration of this 
point. Whether you live in Bergoo, Flatwoods, Alum Bridge, or Twelve Pole, 
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you can subscribe to cable television frcm a local cable operator. That's 
sana thing the people who live in Georgetown or on Capitol Hill cannot do. 
Iliere are only 11 oarmercial television stations licensed to broadcast in 
West Virginia? there are 833 acnminities served by cable in Wfest Virginia. 

Wren I entered the cable television business in 1958, the economics of 
our distribution technology allowed us to build out into the country if we 
could serve about 60 homes per route mile* The money that our industry has 
poured into research and development, largely as a result of deregulation 
in the 1984 Cable Act, has improved our efficiencies to the point where we 
can new build out into the country — and aggressively are building out into 
the country — to an average of 10 hones per route mile, in fact, our 
company has a number of construction projects underway that will build out 
as far as five heroes per route mile. 

Pot those who live in rural areas beyond even the reach of cable 
systems, there still is no need to go without ESPN, CNN, C-SPAN, or other 
popular cable networks. Part of the complex compromise that made up the 
Cable conrounications PoKcy of 1984 was an agreement to legalize the usp of 
satellite television receive-only antennae for the private home viewing of 
cable networks. Heme Box Office, the Viacom networks such as Showtime or 
Nickelodeon, and other cable programmers t\ave moved witn determination to 
provide their programming directly to rural customers with hackyard dishes. 
This programming is available directly fron cable networks, frcm a number of 
other distributors, in various combinations, and at prices comparable to — 
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often lower than ~ those prices paid by cable subscribers for the sane 
programing. 

in 1988, the cable industry played an integral role in the enactment of 
the Satellite Home viewer Act, which assured that hone satellite dish owners 
would have access to the broadcast programming of independent television 
stations and to broadcast network programming wnere it cannot be received 
from local stations. 

Satellite dish owners have the opportunity to purchase more different 
cable networks than do the vast majority of cable subscribers. Further, 
there still are more than 70 channels of programming transmitted by 
satellite that are not scrambled, such as C-SPAN and C-SPAN II , and 
satellite dish owners may enjoy these networks at no charge. 

Ifce access to this broad array of television progranming by satellite 
dishes is a major selling point for this technology. Dish sales are 
booming, progranming subscriptions are booming, and the Oband direct 
broadcast satellite business is solid and healthy. In the Upper Peninsula 
of Michigan, where my company has cable systems, satellite dishes are so 
ubiquitous that sane wags refer to them as the "state flower . " Ttie s^me is 
true in most other rural areas of the nation. 

Mr. Chairman, all of this should go to demonstrate that rural Americans 
have been, and continue to be, full participants and beneficiaries in the 
dramatic growth of video programming we have witnessed through the last 
decade* indeed, new technology has often had its first application in rural 
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areas. Service to rural Americans spawned the birth of cable and spawned 
the birth of hose satellite dishes, As television technology develops, it 
will continue to be applied to rural areas. 

I knew that representatives of scrae teleftfione caipanies have care 
before this Subcommittee and argued that, with certain self-serving changes 
in the law, they could deploy fiber optic technology to rural American 
hemes. This contention deserves a serious look, after which, I believe, it 
may be dismissed out of hand. 

^telephone cenpanies have done a remarkable public relations job of 
developing a certain high-tech mystique around a rather simple delivery 
technology — fiber optics. Now please do not misunderstand me. Fiber 
optics is an exciting medium for delivery of video programming, in fact, we 
in the cable industry use it extensively. But this mystique conjured by 
telephone cenpanies has allov^d thtm to confuse a central issue. It has 
allowed telephone cenpanies to portray deployment of fiber to the heme as an 
end rather than a means. 

New technology, particularly that which serves a captive rate hase 
protected by statute (i.e. the monopoly provision of voice telephone 
service) should be deployed for only one of tw reasons — either its 
deployment is necessary to bring new services to the market, or its 
deployment is cost effective because the technology is cheaper than the one 
it replaces, thereby allowing for a reduction in prices to consumers. 
Deployment of fiber to the hone does not qualify under either criterion. 
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Most Americans today have access to two forms of wire delivery to the 
hare: a telephone line and a cable line. Between these two, consumers can 
get every voice, video, and computer service offered, or even planned, for 
home use. But, telephone companies want to replace their existing copper 
lines with fiber optic lines to the hone. According to Ray smith. Chairman 
and CBO of Bell Atlantic, the cost of rewiring the nation's hones 
with fiber is around $400 billion . That is more than twice the the total 
asset value of the entire telephone industry today. And telephone rates are 
based on investment in assets. Now what new services do telephone companies 
propose to give consumers in exchange for this hefty pricetag? Absolutely 
none. 

Despite all cf the lofty rhetoric floated by telephone coipanies about 
the threshold of the "information age/' there is not a single service for 
residential consumers that could be provided over the fiber optic network of 
the future that cannot already be provided today using the copper plant of 
the telephone companies and the coaxial plant of cable operators. No new 
services . 

What* then, is all the debate about? It is sirqple. As you might 
expect, it is about money. Telephone ccsipany rates, their cash flow, are 
based on an authorized return over and above invested capital. ITiey have 
become ironic victims of their own technological and political success. 
liTprovements in technology have increased operating efficiencies and reduced 
cost. At the same tine, their lobbyists in Washington and in state capitals 
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have scored enormous tax breaks for telephone companies through accelerated 
depreciation, ^together, these factors have reduced the expense cxsiponent of 
the rate formula. Shat leaves the phone companies in the rather 
embarrassing position of having to either find new costs for investment or 
cut local telephone rates* 

They are under enormous financial pressure, therefore, to deploy fiber 
to the hone and increase their investment costs — which they get back, 
along with an average 13% return, in the form of phone rates. By ripping 
out all of their existing wires to the home, and replacing them with fiber, 
they can continue to justify high telephone rates for consun»rs; but, as I 
ha. pointed out* consumers will get no new services. 

This financial pressure to buttress investment expense builds as the 
utility commissions in state after state to roll back telephone rates. Last 
year alone, according to the FCC, 22 states ordered rate reductions totaling 
more than $833 million. In the last two years, utility cotmissions around 
the country have ordered rate reductions of more than $2 billion. Telephone 
coipanies seem almost desperate to invest heavily in fiber to the hone now, 
before the cost of telephone service to their customers is lowered again. 

Mr. Chairman, according to the FCC, x2.lt of the t ami lies in West 
Virginia do not have telephones, even though telephone* lines pass nearly 
every home. If these families could have phone service, but do not, the 
most likely reason is that they cannot afford it. That is understandable. 
The average rate for local phone service in West Virginia m 1989 was $25.11 
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per month. That rate gives West Virginia the unwelcome distinction of 
having the highest average local residential telephone rate in America. 

Keeping rates artificially high through deployment of fiber to the here 
my be in the beat interests of telephone ocupanies, their shareholders and 
their bankers; it is not the best interests of consumers. Xt is primarily 
for this reason that the Consumer Federation of America and the American 
Association of Retired Persons recently issued a report concluding that 
expedited deployment of fiber to the haw? is not in the public ir.terest. 
The report also finds there is "no need to relax restrictions on local 
telephone companies 1 involvement in cable W. M 

I also understand that some telephone companies claim that absent a 
change in law, rural Africans will go with out cable television. Let roe 
state unequivocally, Mr. Chairman, that .the cable industry has no desire to 
see a regulatory structure that deprives anyone of cable television. It is 
for that reason that the 1984 Cable Act created a statutory rural exemption 
from its cross -ownership policy prohibiting telephone companies from being 
cable television companies in the same market, rot ay, a telephone cotpany 
wishing to serve an area with 2500 or less people, or with 30 hones or less 
per route mile, may obtain a franchise and do so. Prior to 1984, that 
telephone conpany would have needed permission fron the FCC before it could 
provide service to these areas. 

For markets that do not fall within the exemption, telephone companies 
still may provide cable service if they can demonstrate to the TOC that 
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without their provision of cable progranming it will not be provided, or if 
they can demonstrate other good cause. 

Now saw telephone companies have ccsiplained of the regulatory burden 
of obtaining a waiver. A brief review shows this burden is minimal at most. 

Since the FCC adopted cross-ownership rules in 1970 (which prohibit 
telephone ocrapanies from providing video services in their intra-exchange 
areas) , 418 waiver requests have been filed. Over that 20 year course, five 
ware denied. In other words, Mr. Chairman, for 20 years, the FtC has 
granted over 991 of the waiver requests it has received. 

Since the Cable Act went into effect, no waiver request by a telephone 
oocpany has been denied. Every one has been granted. The average time for 
processing these applications is now dcvn to around 60 days. I have 
attached to my statement a chart that provides greater detail. 

Clearly, Mr. Chairman, the waiver process at the PCC acts as no 
meaningful regulatory barrier to provision or video programming by telephone 
companies in rural areas, consistent witn tne cross-ownership policies 
enacted by Congress in 1984. 

In conclusion, Mr. Chairman, it has been a pleasure to appear before 
you to discuss these issues. My colleagues and I in the cable industry were 
the ones who first brought television to rural America more than 30 years 
ago. We are pioneering ways to improve the service we already provide. It 
was important to cahle that rural America share in the diversity of video 
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programming now available in our country, and we intend to see they continue 
to share in all that cable has to offer. 

I respectfully request that roy statement be made part of the record, r 
would be glad to respond to any questions from the Subcarmittee. 
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SUMMARY OF WAIVER AND CONSTRUCTION APPLICATIONS 
BY TELEPHONE COMPANIES TO PROVIDE CABLE 
SERVICE IN RURAL AREAS 



"telephone companies serving rural areas currcatly are allowed to provide video programming service 
in their telephone service area. Telephone companies serving underpopulated areas may obtain waivers of 
the cross-ownership ban if they arc able to show that in a particular area, without telephone company 
involvement as a video programmer, video programming could not exist. The FCC in 1979 liberalized the 
availability of the waiver by creating a presumption that cable television service could nc* in areas 
where there were less than thirty homes per cable mile. The FCC also later created an exemption for rural 
areas (defined as population of leas than 2400), provided no other cable system was in existence or under 
construction. 

Since 1970, 387 applications by telcos to provide cable television service nave been gt anted, serving 
communities with a combined population of over ooe million. Only five of the 41 S total applications in that 
time have not been granted. (Seventeen others were withdrawn by the applicant.) Only nine of the 
applications made through January 1990 arc still pending. Thus, 99 percent of such applications (387 out 
of the 392 eases where action has been completed) have been routinely approved. It typically has taken two 
oi three months for final action to be completed. 
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Mr. Wise. Thank you very much, Mr. Bresnan. I appreciate your 
presentation. 

I would like to note that part of the reason for this hearing and 
part of the reason for concern is that in the survey that was per- 
formed by the West Virginia Consumer Advocate Division and 
made a part of this record, a survey of 12 cities in the State of 
West Virginia— and I don't mean to make this a hearing on West 
Virginia but I do think it's got a story to tell and it's representa- 
tive of m^jor parts of our country- 

But I note that in the survey that was performed, percentage 
change from 1986 to 1989 — ana these are the questions I know 
you're getting in other forums besides this one — that out of 12 
cities I believe 7 of those cities saw the number of channels increas- 
ing but the rates increasing at a higher rate, 'mat's No. 1. 

I will in fairness note that in two of those cases the number of 
channels increased greater on a percentage basis than the rates in- 
creased. In the case of Huntington the channels increased 158 per- 
cent and the rates went up 48 percent in the same period. 

I would also note that in the capitol city of Charleston the chan- 
nels increased 73 percent and the rates went up 109 percent. 

I would also note that in 8 of the 12 the rates went up greater 
than the rate increase that was found to be the a vet age by the 
General Accounting Office of 29 percent over that period. 

I would also note that the conclusion reached by the consumer 
advocate is that in that area we had companies offering 8 percent 
fewer channels at a basic monthly rate of 10 percent higher than 
surrounding cities outside the State surveyed and the result is a 
rate per channel 20 percent higher than the surrounding States. 

Also there is a frustration growing that consumers don't hav~ a 
place to go to deal with this. There is franchising. I think you note 
that in your statement, that the cities have some ability to regulate 
through the franchising award. The fact is that in a lot of rural 
areas and has been testified to there isn't any franchising. 

The town of Grantsville, for instance, or the town of Clendenin 
where Fm from, has a part-time mayor and a somewhat full-time 
secretary and a volunteer fire department and no volunteer cable 
regulators. So our cable company goes essentially unregulated. A 
decent bunch of folks and they're trying hard. But, I mean, there's 
absolutely no place I can go. 

I can't go to the consumer advocate. He doesn't have any control 
over it. I can't go to the city. We're actually outside the city. They 
have no control over it. I can't go to the State PSC I can't go to the 
FCC if I'm concerned about rates. 

Whom do I go to? 

So that's part of the frustration. 

I would like to ask first of all whether you agree with the 
present crossownership restrictions on telephone companies in 
rural areas or do you think they could be increased from the 2,500 
to a higher figure, particularly in areas that cable TV doesn't seem 
to serve? 

Mr. Bresnan. I agree with the present restrictions. I think 
they're working. And I think increasing the cap is addressing the 
wrong direction. I mean, what I seem to hear is that there's con- 
cern about the very rural, very sparsely populated areas. I don't 
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think it helps those areas by increasing the cap so they can go into 
the larger markets. 

You heard the people on the panel just immediately before me 
saying that there are certain areas they can't go into either. 

So I think by increasing the cap, I don't think really addresses 
the problem. 

I think that the restrictions are valid and I really think that a 
lot of these cases the cable companies probably can more easily 
serve them, those rural areas, than the telephone companies. Be- 
cause if you think it through, the telephone companies while they 
have poles and they have a base of operations out there, they have 
no cable operations in those rural areas. 

What taey're trying to do is piggyback a cable operation on top 
of a telephone operation. They're saying "because we're there, we 
can spread some costs, we can kind of cross-subsidize the cable with 
the telephone, and we can offer the whole thing." 

But if you think it through, a cable operator who happens to 
maybe be nearby— I realize this doesn't fit all situations— you have 
to look at each one individually—but if there is a cable operator— 
we're operating in many of our operations, we're operating small 
communities within a 50-mile radius of a base operation that we 
have. So we can get out there and serve those. We have the people. 
We have the test equipment. We have the cable headline. We have 
all of the vehicles and the trained personnel and so forth in the 
cable business, not telephone. We don't know anything about tele- 
phones. We have the cable expertise and we have the cable equip- 
ment. 

So if you're going to add it on as an incremental service, we can 
do it better and we are doing it in a lot of the areas. In my area, 
for example, where we operate— and I should tell you we operate 
in Michigan, Minnesota, Wisconsin, and Georgia and we are 
moving into Alabama soon— but our last 2 years, 1989 and 1990 
capital projects, include building in areas with four customers a 
mile, eight customers a mile, six— I'm reading the smaller ones ob- 
viously to give you the impression of how far down we go— 6, 18, 
11, 11, 11, 11, 11, 7, 8— we're going way down. And we can because 
we have the basic cable operation there. 

So I think it's misleading to think you can just take a telephone 
company and also provide cable service economically. 

Mr. Wise. Mr. Bresnan, in rural areas where people have few al- 
ternatives for entertainment, cultural events, and so on, cable cus- 
tomers seem to be pretty much a captive audience. 

Incidentally, on my hill they're not as sanguine about satellite 
service since most of it got blacked out within the last couple of 
years and the complaint has been historically up until the last few 
months at least, and I've not checked si^ce then, in fact I'm afraid 
to ask. Every time I stop off I always g*t hit with the next set of 
blackouts. But the complaint has been that the cable companies yet 
will offer satellite dish owners a program combination but at often 
a higher cost than what the cable service offers. 

Mr. Bresnan. That's totally untrue. 

First of all 

Mr. Wise. Well, it's true to them. They're getting quoted. 
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Mr. Bresnan. As I said* we're offering cable programming to sat- 
ellite dish owners. We have over 2,000 customers taking it from us 
and we have to be competitive. They've got a whole variety of 
places they can get the cable programming. There's a number of 
program packagers just as we're doing that sign up for the rights 
for those programs, buy them wholesale, and sell them retail. 
That's what we're in the business of doing. In fact they can go di- 
rectly to the programmers themselves and do it. 

So that's untrue. 

They are paying more to the programmer than we're paying. In 
other words, a lot of them think they ought to be able to buy it at 
our wholesale cost. I think you can easily understand if we're serv- 
ing 135,000 basic cable customers and another 2,200 satellite cus- 
tomers, we represent one bill for that cable programmer. They bill 
us and we in turn bill each of our customers. If they have to bill an 
individual customer and collect from him and worry about bad 
debts and so forth, a cable programmer a couple of thousand miles 
from that customer, I don t think it's fair to expect a cable pro- 
grammer would sell to that customer for the same wholesale rate 
that he sells to a business on a bulk basis where he knows where 
that business person is and he has a right to cut that person off if 
he doesn't pay his bill and the business person would be in deep 
trouble. 

So, you know, it's not a comparable thing. 

As a matter of fact, we have conducted studies and will be very 
happy to subnrt to you later information that shows those people 
are getting their services in many cases for less than cable custom- 
ers are paying. 

Mr. Wise. If you would submit that for the record. But let me 
continue with my question that cable customers — satellite dishes 
aside for a second — are pretty much a captive audience. Service 
has to be pretty bad to force you to drop the service and there's no 
competition out there. 

[Information referred to contained in subcommittee files.] 

Mr. Wise. Under these circumstances, what incentives does a 
cable operator have to remain attentive to the subscribers? 

As I say, I know that our own area I can probably pick one off- 
the-air station fairly well. I can get another network station moder- 
ately well. I'm out of luck for the third. Public TV, CNN, and of 
course that most precious programming of all, C-SPAN, is totally 
beyond us. 

Mr. Bresnan. Well, first of all, the cable operators by and large 
are doing a good job. But I have no problem with Federal oversight 
of cable quality, none whatsoever. 

That wouldn't change our operations if there were Federal over- 
sight of cable quality. 

Mr. Wise, Is there presently any? 

Mr. Bresnan. Well, I'm not sure where it stands at the moment. 
There are some FCC rules on system technology but I'd have to 
submit that to you. 
[Information not furnished.] 

Mr. Bresnan. It's not an issue with us frankly because we oper- 
ate an excellent service and take a great deal of pride in it. But I 
can see where that could be an issue. You know, if you have a 
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person not operating well. As I say, that would be no problem for 
me whatsoever. 

I should also say that the cable industry itself, the National 
Cable Television Association, has formed an ad hoc committee— it's 
a committee of cable operators— to review cable operations and 
generally come up with a recommended code of operations that 
cable operators would comply with. Now, obviously the antitrust 
rules prevent that from being required but I don't think there's 
anything to prevent the government from taking those recommend- 
ed policies and putting them into some kind of regulations. 

So there is a serious effort on behalf of the industry to take care 
of those problems that may exist. 

Mr. Wise. Thank you. Mr. McCandless. 

Mr. McCandless. Thank you, Mr. Chairman. 

Mr. Bresnan, you're booked in here as representing the National 
Cable Television Association as a member of the board of directors 
which would include all size cable operations? 

Mr. Bresnan. They have in their membership all sizes, yes. 

Mr. McCandless. Roughly how many members do they have? 
200? 2,000? J 

Mr. Bresnan. We'll get you the list. It would be in the thou- 
sands. 

[Referenced information, "Directory of Top 50 MSOs." is con- 
tained in subcommittee files, not all members are listed.] 

Mr. McCandless. So it's representative of a large portion of 
those who provide the service? 

Mr. Bresnan. Yes, sir. 

Mr. McCandless. It appears that in some way or form the cur- 
rent rules of the game are going to be changed. And it seems to 
center around quality of service, rate structures, and in some cases 
programming. 

Representing your association and having been involved as a 
board of director in formulating policy, what would you, Mr. Bres- 
nan, see as the areas of need and what would you, if you had your 
druthers like to see in the way of a level of regulation, at whai 
level if there is to be regulation? 

Mr. Wise. Basically what he's asking you is do you prefer to be 
boiled in oil or drawn and quartered? 

[Laughter.] 

Mr. Bresnan. Yes. I read between the lines. 
First of all 

Mr. McCandless. Let me build on his comment here. I don't 
want you to be boiled in oil. But the problem that I have had in my 
district with this service and in another life semiregulating it, was 
that as long as you got the super bowl game all the way through, 
that month s cable bul was not too bad. But if somebody had touted 
for weeks a miniseries and the signal went out in the middle of the 
miniseries, then it seemed that the number of complaints was in 
direct proportion to that outage. 

So wnen we're talking about quality of service, obviously it has a 
link to how much people are willing to pay. It's become somewhat 
accepted that maybe we need to go back in California and make it 
a public utility. I don't know. This is why we're holding the hear- 
ings. 
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The emphasis of the hearings are obviously on the rural aspect 
of it but I m also interested in this part. 

Mr. Bresnan. I think it's too early to tell as to the rate issue 
whether the deregulation is working or not working. I personally 
believe it's working. 

There was an increase in rates and as the chairman said in 
many cases in services, too, after deregulation and that was to be 
expected. You have to realize we were held down. We were really 
held down in many, many areas, way below the cost of the rate of 
inflation for years and years. So I don't think anybody expected 
when they deregulated that there wouldn't be a little catch up. So 
there has been a little catch up. They talk about horrendous per- 
centages but it's a few bucks a month in most cases. 

Now what's happened is that it's pretty much leveled off. In fact 
for the last half of— excuse me— for all of 1989 the CPI was 4.6 per- 
cent, basic cable rate increases were 3.8 percent. So we're below the 
CPI in 1989. 

There was for a couple of years some catch up. 

I think what my recommendation is, since you're asking for it, 
that they just hold off for a little bit and see what happens. If it 
doesn't work, then deal with it. But I think it is going to work. I 
think that the catch up is over and that you're go*ng to see reason- 
able increases. 

I would hate to see it regulated because the tremendous develop- 
ment of programming that has occurred over the last 10, 12 years 
by the cable industry has been because we have had the freedom to 
make those investments you spoke about earlier, to take those 
risks, to make those investments. 

If we were a regulated industry that could not charge for that 
programming, we wouldn't be able to sign up for the CNNs and all 
of those things. 

So I think it would be a step backward, to put a lid on the crea- 
tivity that has distinguished our industry over the last decade or 
more. 

Mr. McCandless. Given what you've said, then, and moving for- 
ward with it, absent any changes in the Federal programs that ad- 
dress the cable associations, is there a means by which there could 
be some self-industrial regulatory process? 

Mr. Bresnan. Self-regulatory? 

Mr. McCandless. Yes. 

Mr. Bresnan. Yes. That's what I spoke about a minute ago. 
Within our own industry we have a committee that is developing a 
set of guidelines under which we should operate and it deals with 
all of the areas that you would probably be concerned about the 
quality of service, outages, answering the telephone, getting out to 
repair, all of those types of things. 

We're trying to establish some standards. 

As I said, we are somewhat inhibited by the antitrust laws in en- 
forcing compliance with those. But we hope to create a set of stand- 
ards by which most operators would operate and which govern- 
ment could use perhaps as a reasonable standard, the Federal Gov- 
ernment, for example. 

Mr. McCandless. In your prepared remarks, and I'm curious 
about this, you went into detail about the number of services per 
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mile that dropped to, I think you said, five now from a much 
higher number earlier. 
Mr. Bresnan. Right. 

Mr. McCandless. What has actually contributed to that? The 
cost of the cable per mile has not changed that much. 

What is it that has permitted you to do that? 

Mr. Bresnan. We have a larger base now and there's a certain 
amount of subsidization that actually comes from the core oper- 
ation and helps provide service to the less densely populated areas. 

I would say that the cost generally to the very sparse areas is 
usually higher— a higher monthly charge. So there is some offset- 
ting of that additional cost. It costs a lot more to serve a rural area 
on a per customer basis as you might expect. In one of our typical 
communities we might have, say, 80 customers a mile in the core 
community and we may serve down to 10 or 5 customers a mile 
inside. 

Obviously it costs a lot more to i=erve those five homes per mile 
than it does to serve 80 homes a mile. 

Part of those costs are frankly subsidized to some extent because 
instead of taking a fully allocated approach, we take an incremen- 
tal approach to our costs of serving them and part of the costs are 
offset by a little higher fee to the rural areas. 

Mr. McCandless. Thank you. Thank you, Mr. Chairman. 

Mr. Wise. Thank you. 

A final set of questions, and you've touched on this, Mr. Bresnan: 
How prevalent is the use of fiber optic technology in cable systems 
today? 

Mr. Bresnan. It's used today principally for trunk lines and for 
what we call "dead runs" where you're not serving customers. 

Fiber today is not practical. By the way, I don't want to sound 
like I m antifiber by any means because I used to be president 
before starting my own company, I was president of Teleprompter 
Cable TV. In 1976 we introduced the first commercial use of fiber 
optic technology in Manhattan in a very short run in a single 
channel but it worked and it proved a point. Then in 1978 in 
Lompoc, CA, we put a 12-mile run, 12 channel run in. 

But the problem is not that fiber optics doesn't work because it 
does work. It worked in 1976; it works today. 

The problem is the cost. It's mainly—the cost of the fiber itself is 
coming down because it's just glass which is made out of sand and 
then a plastic wrapping and stuff and a few other things. 

But as they get to producing that stuff in large quantities, the 
cost of the fiber will come way down and it is coming down. One of 
the other witnesses referred to that. 

The big cost is in the converting the electronic signal to a light 
signal and then at the other end converting it back. The laser 
transmitter that changes the electronic signal to a light signal is 
very expensive and if you have to detect the light signal in each 
home and convert it back to electronic signal, it gets extremely ex- 
pensive. 

It just is not cost effective. It's not that you can't do it technologi- 
cally. But, it's not tny better than coaxial cable and it's just a 
whole lot more expensive. 
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Where fiber has its big advantage is in long runs because the loss 
of the fiber is so minimal that you can go great distances without a 
repeater amplifier. Each time you put a repeater amplifier in a 
line, you add a very small imperceptible amount of degradation to 
the signal. Imperceptible to the human eye for one amplifier. But 
as you accumulate those amplifiers in cascading them over long 
distances, pretty soon the degradation is perceptible and that's not 
what we want. 

So you can use fiber for long distances. 

Mr. Wise. How long a distance are we talking about? 

Mr. Bresnan. To give you an idea, with fiber you can run about 
10 miles without an amplifier, give or take; whereas, with cable, 
say a 60«channel cable system, you'd have 2Vfe amplifiers per mile. 
That gives you an idea of the difference. It's extremely costly but 
it's very good for taking the signal from one point to another and 
then distributing it by way of coaxial cable. 

A lot of cable companies use fiber now, particularly in big cities. 
Fiber is really being used more in big cities right now than it is in 
the rural areas. There's some use in rural areas for trunking. One 
of the witnesses here before talked about trunking his telephone 
lines. It's good for that. 

That's really where it's being used is in the big cities where they 
have long cascades of amplifiers with typical technology so they 
can get the signal to hub points around town. 

Mr. Wise. Can today's cable offer consumers use of interactive 
video services, home banking, educational opportunities, those 
kinds of things? 

Mr. Bresnan. You re touching on what I spoke about in my pre- 
pared remarks. 

Today's technology— and by that I'm combining telephone and 
cable. 

Mr. Wise. When you say "cable," are you saying coaxial? 
Mr. Bresnan. Coaxial cable. 

Coaxial cable and telephone together can provide you any service 
you want right now and there's no need to rip up all that plant 
and put in new stuff at tremendous cost to the customer. All of 
these services can be offered. 

Even— I'm sorry Congressman English is not here right now be- 
cause he was talking about the educational aspect — you can use 
cable and we installed a cable trunk in our Sault St. Marie system 
tying schools together — Sault St. Marie, MI. There you can use 
telephone and one-way cable. The teacher doesn't really have to 
see the student. The teacher doesn't really have to— and let's be 
practical about this. The teacher doesn't have to hear a page being 
turned or whether he is looking back at the other student to copy. 

What we envision in these cases where you use television for 
education, you have TV set but you also have a proctor in the 
room. You have a proctor that facilitates the class, keeps order. 
Though that proctor may not be expert in the particular subject 
matter being dealt with, you have the expert teacher from afar 
over television. The students can see that person, can see the props 
or blackboard, whatever the teacher has. You can have a simple 
speakerphone setting cn the proctor's desk and the teacher's desk 
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and the students can ask whatever questions they want of the 
teacher. 

That's today's technology. Telephone upstream, cable down- 
stream. 

Mr, Wise. Thank you very much, Mr. Bresnan. We appreciate 
your coming. 

Our final panel and we appreciate their patience, represents both 
the FCC and National Telecommunications and Information Ad- 
ministration. We have William F. Maher, Associate Administrator 
of the Office of Policy Analysis and Development, National Tele- 
communications and Information Administration, the Department 
of Commerce. 

Also we have on the panel Kenneth Robinson, Senior Advisor to 
the Chairman of the Federal Communications Commission. 

Gentlemen, I appreciate both of you being here. If you would 
raise your right hands. 

[Witnesses sworn.] 

Mr. Wise. Thank you. Mr. Maher, why don't you start your state- 
ment. Your written statement will be made a part of the record in 
ite entirety. 

STATEMENT OF WILLIAM F. MAHER, ASSOCIATE ADMINISTRA- 
TOR, OFFICE OF POLICY ANALYSIS AND DEVELOPMENT, NA- 
TIONAL TELECOMMUNICATIONS AND INFORMATION ADMINIS- 
TRATION 

Mr. Maher. Thank you, Mr. Chairman and good morning. It's a 
pleasure for me to appear before you on behalf of the National 
Telecommunications and Information Administration to address 
the subject of cable television in rural America. 

The issue of telecommunications generally in rural America is 
very important to NTIA. Our agency is sponsoring a conference on 
rural telecommunications issues to be held here in Washington on 
March 2. 

Moreover, NTIA has already begun a major policy study of the 
state of the U.S. telecommunications infrastructure. One focus of 
that study is on how investment in telecommunications can spur 
rural economic development. 

NTIA's study is examining the role of advanced telecommunica- 
tions in the delivery of critical services, particularly health care 
and education, in rural areas. 

From NTLVs perspective there are two overreaching cable policy 
issues of concern to rural television viewers: Availability of service 
and the conditions under which rural consumers receive service. 

First, a core concern is whether television programming is avail- 
able to rural America. Cable television is a prominent way of pro- 
viding the broad choice of programming that Americans have come 
to expect. 

However, one could question whether rural areas have benefited 
fully from the explosive growth of cable television over the past 
decade* 

For example, about 18 percent of all U.S. households— many of 
which are in rural areas — do not have access to cable television 
service. 
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One way to increase programming choices to these areas could be 
through expanded provision of cable service by local telephone 
companies, which mi^ht be able to realize efficiencies from joint 
provision of voice ana video services that traditional cable opera- 
tors cannot. 

As we've heard today, the Cable Act and the FCC's rules general- 
ly prohibit telephone companies from providing cable service, or 
owning a cable system, within their local telephone service areas. 

NTIA recognizes that rural areas present unique issues and be- 
lieves that the FCC should consider changing its rules to promote 
the increased provision of cable service by telephone companies in 
rural areas. 

One way to increase the potential for cable service to rural sub- 
scribers could be to broaden the current rural exemption to the 
crossownership prohibition to encompass areas with populations 
greater than the present ceiling of 2,500 residents. 

Some have suggested that such a limited change in the current 
crossownership restrictions would permit the growth of more ad- 
vanced technologies and better services to rural customers. 

A second core issue involves the conditions under which rural 
viewers receive television. Even in those areas currently served by 
cable, there is some question whether subscribers enjoy a level of 
sendee comparable to that of their urban and suburban counter- 
parts. 

NTIA believes that one way of expanding rural choice in pro- 
gramming may well be increased competition to incumbent cable 
operators via alternative distribution media. 

One existing alternative is the home satellite dish industry. In 
this regard, NTIA is aware of complaints by distributors of pro- 
gramming to home satellite dishes of difficulties obtaining rights to 
receive or to retransmit cable network programming. 

These problems allegedly take the form of refusal by cable net- 
works to deal with home satellite dish program distributors. In 
other cases, the alleged difficulties appear in the form of rates for 
programming substantially higher than those paid by competing 
cable systems. 

Now, the FCC is currently examining these issues in its pending 
proceeding on the structure of the cable industry. 

Congress has already expressed concern over the availability of 
programming to competing distribution media. 

NTIA expects to participate in these deliberations on this impor- 
tant matter. 

I'd like to conclude by noting that the FCC recently began to re- 
examine its so-called effective competition standard, which deter- 
mines when government agencies may regulate basic cable rates. 

NTIA intends to participate in that proceeding. I wish to note 
that although the regulation might improve control of cable rates, 
it would not necercarily increase the number of services available 
to rural cable subscribers. In fact, the opposite could be true. If reg- 
ulators set basic rates too low, cable operators could lack the funds 
necessary to add new basic programming. 

These factors, I believe, deserve careful consideration in any 
policy discussion of rural cable issues. 
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Thank you very much for this opportunity to present NTIA's 
views. I'd be glad to answer any questions you might have. 
[The prepared statement of Mr. Maher follows:] 
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Good aorning, Mr. chairman and subcommittee members. It is 
a pleasure for me to appear before you on behalf of the National 
Telecommunications and Information Administration (NTIA) to 
address the subject of cable television in rural America. I have 
prepared a brief oral statement. I request that my complete 
written statement be entered into the record of these Hearings. 

NTIA Activities .ia-Rurai Telecoppunicatiojis 

NTIA is the Executive branch agency primarily responsible 
for developing U.S. telecommunications policy. The issue of 
telecommunications in rural America is very important to NTIA. 
For that reason, NTIA is sponsoring a conference on rural 
telecommunications issues to be held here in Washington on March 
2, 1990. Second, NTIA has already begun a major policy study of 
the state of the U.S. telecommunications infrastructure, that 
started with publication of a comprehensive Notice of Inquiry <n 
the Federal Register on January 9, 1990. One focus of that study 
is on how investment in telecommunications can spur rural 
economic development. NTIA's study is also examining the policy 
issues surrounding the current laws and regulations that 
generally prohibit local telephone companies from providing video 
programming within their service areas. It explores whether a 
change in these restrictions would result in the deployment of 
more advanced capabilities in our public networks, including 
broadband transport. Moreover, NTIA's study is examining the 
role of advanced telecommunications in the delivery of critical 
services, particularly health care and education, in rural areas. 
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Third, NTIA is planning to file comments in the FCC's 
pending proceeding on the structure of the cable industry, and 
intends to participate in the FCC's pending rulemaking on the 
"effective competition 11 standard of the Cable Communications 
Policy Act of 1984 (the cable Act) . 

From NTIA's perspective, there are two over-arching 
communications policy issues of concern to rural television 
viewers — availability of service, and the conditions under 
which rural consumers receive service. X would like to discuss 
each of these broad issues in turn. 

Rural AVdUabllity_Pf- -Television 

First, a core concern is whether television programming — a 
primary source of information and entertainment for audiences 
throughout America — is available to rural America. NTIA 
believes that a fundamental U.S. policy goal should be the 
development of an environment in which communications services, 
including television, are widely available throughout America. 
For most households, "television" has come to mean an ever- 
expanding range of programming from which to choose, cable 
television is a prominent way of providing this broad choice. 

However, there is reason to question whether rural areas 
have benefited fully from the explosive growth of cable 
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television over the past decade. For example, about 18 percent 
of all U.S. households, many of which are in rural areas, do not 
have access to cable television service. NTIA is very concerned 
that residents of rural areas have an opportunity to enjoy the 
range of programming choices available to urban end suburban 
citizens. 

One way to achieve this goal could be through expanded 
provision of cable service by local telephone companies. 
Telephone companies might be able to realize efficiencies from 
joint provision of voice and video services that would alio* them 
to provide cable service in areas that would not be attractive to 
a traditional cable operator. 

However, Section 613(b) of the Cable Act and the FCC's rules 
generally prohibit telephone companies from providing cable 
service, or owning a cable system, within their local telephone 
service areas. NTIA's 1988 Video Study concluded that the 
current cross-ownership provisions should remain largely intact, 
but recommended that they be modified to encourage telephone 
companies to provide distribution facilities on a common carrier 
basis to unaffiliated video programmers. NTIA is currently 
reexamining the issue of potential telephone company entry into 
video programming in our infrastructure study. We recognize that 
rural areas present unique issues, and believe that the FCC 
should consider changing its rules to promote the increased 
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provision of cable services by tc'ephone companies in rural 
areas. 

The Cabla Act contains a "rural exemption" £ *o» the 
prohibition, which the FCC has implemented through its rules by 
permitting telephone company provision of cable service for 
places, outside of urbanised areas, with fewer than 2,500 
residents. Thus, telephone companies may be prohibited from 
providing cable service in areas that do not satisfy the FCC's 
criteria, but nonetheless are both rural in fact, and 
under served. 

One way to increase the potential for cable service to rural 
areas could be to broaden the rural exemption to encompass areas 
with populations greater than the present ceiling. In this 
regard, the FCC initiated an inquiry on cable/ telephone 
crossownership in 1988 that proposed expansion of this exemption. 
That inquiry is still pending. Some parties to that proceeding, 
including several states, recommended that the ceiling be raised 
to 5000; others have recommended a ceiling cf 10,000. 

Such a limited change in the current crossownership 
restrictions would serve the interests of rural consumers in at 
least two ways. While this change would not guarantee cable 
service to rural consumers, it would give telephone companies the 
opportunity to deliver television service in where it is not 
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already provided. In Addition, as some have suggested, such a 
chang* could potentially promote the growth of more advanced 
technologies and networks for video delivery, and could 
conceivably lead to further advancement a toward telephone company 
provision of fiber optic cable to the home* 

Conditions Cf Service in Rural Areas 

A second major issue involves the conditions under which 
rural viewers receive television,. Even in those rural areas 
currently served by cable, there is soae question whether 
subscribers enjoy a level of service comparable to that of their 
urban and suburban counterparts* 

To examine this issue, NTIA staff gathered data on the rates 
charged and the services provided by a random sample of some 200 
U.S. cable systems, using data listed in the 1339 Television a ^d 
Cafrl9 Factboofr* NTIA staff then compared rates and services for 
the sampled systems in ths 100 largest broadcast television 
markets (the "urban" systems) with those cable systems lying 
outside all television markets {which were assumed to be "rural" 
systems). NTIA staff found that the average "rural" system in 
this sample carried about one-half as many basic and pay cable 
services as the average "urban" system* Average basic rates 
among rural systems were slightly less than the rates charged by 
urban systems; thus the average coat per channel delivered was 
about double for rural systems as compared to urban systems. 
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There may be causa for concern about this apparent disparity 
in the level of cable service to rural areas. Obviously, thare 
may be many reasons for this disparity. NT I A believes that on© 
solution may well be increased competition to incumbent cable 
operators via alternative distributors when sufficient demand 
would permits. There are a number of other types of providers of 
multichannel television service that could compete with cable 
operators , including multichannel multipoint distribution systems 
and the home satellite dish industry. In this regard, NTIA 
understands that more than 2 million U.S. households are now 
equipped with satellite receivers, the bulk of them located in 
areas where existing television service is inadequate or 
nonexistent. 

Programming Availability 

For such alternative providers to be viable competitors of 
incumbent cable operators, they need access to comparable (or 
substitutable) programming, at competitive prices. NTIA is aware 
of complaints by distributors of programming to home satellite 
dishes and others of difficulties obtaining rights to receive or 
to retransmit cable networks, in some cases, these problems 
allegedly take the form of refusals by cable networks to deal 
with home satellite dish owners or marketers. In other cases, 
the alleged difficulties appear to take the form of rates 
substantially higher than those paid by competing cable systems. 
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Sou people attribute these problems to the presence of 
vertical integration within the cable industry, the fact that 
many cable networks, which are a highly valued source of 
programing to home satellite dishes, are owned by firms that 
also own cable systems. They contend that such common ownership 
gives cable firms the incentive to deny programming to home 
sa allite dishes and other distribution media in order to 
insulate co-owned cable systems from competition. NTIA examined 
one aspect of this issue in its 1988 Video Study, and found no 
conclusive connection between cable vertical integration and 
denial of service to another competing distribution medium, MMDS. 
Although the question warrants further study {which the FCC has 
undertaken), distributors' difficulties in obtaining desirable 
cable programming for transmission to dish owners may be caused 
by factors other than vertical integration. NTIA is concerned, 
however, about the alleged market practices of some vertically 
integrated cable service providers. 

There are ways to make attractive programming more readily 
available to home satellite dishes, one solution may simply be 
to encourage firms interested in serving home satellite dishes to 
develop their own programming services. This, of course, is what 
the cable industry has done over the years to loosen its 
dependence on broadcast signals, and thus differentiate its 
product from competing broadcasters. 
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Another possibility would be to preclude vertical 
integration between cable systems and cable networks, and require 
divestiture of programming interests currently held by cable 
systems. However, this approach has a number of flaws. It has 
not been definitively established that vertical integration has 
resulted in the unavailability of programming. Moreover, 
divestiture would eliminate the benefits of vertical integration, 
such as reduced program acquisition costs for cable systems and 
the ability to share risks of program development among producers 
and purchasers. The ultimate result could be higher rates and 
fewer services for viewers. In this regard , one should keep in 
mind that a large investment from cable operators helped Turner 
Broadcasting weather a difficult period after its purchase of the 
MGM film library. Similarly, financial support from cable 
operators helped keep the Discovery Channel afloat; it is now one 
of the fastest growing cable networks. 

Alternatively, there could be a requirement that cable 
network programming be made available to competing providers of 
multichannel television service on nondiscriminatory terms. Such 
a requirement would involve policy tradeoffs that require careful 
analysis. Although it could promote greater competition among 
different types of video providers, it would preclude cable 
operators (or any other competing providers) from acquiring and 
protecting exclusive rights to programming. Most participants in 
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the mass media industry highly value such exclusivity. Among 
other things , exclusivity permits program producers to maximize 
thair return on their programming investments, thus increasing 
their incentives to create more programming. Exclusivity can 
also give program distributors a means of distinguishing 
themselves from their rivals* Before adopting a 
nondiscriminatory access requirement, the FCC or the Congress 
would have to weigh the benefits of increased competition and the 
costs associated with a loss of program exclusivity. It is not 
easy to determine where the consumer's interest lies. 

The FCC is currently examining these issues in its pending 
proceeding on the structure of the cable industry. Congress has 
also expressed concern over vertical integration and the 
availability of programming to competing distribution media, 
especially in Senator Danforth's cable bill, S. 1830. NTIA 
expects to participate in t^ese deliberations on this important 
matter . 

Possible Rural Impacts of Cable Regulation 

I would like to conclude by briefly addressing another 
issue. The FCC recently commenced a rulemaking on cable services 
that will reexamine its "effective competition" standard, which 
determines when government agencies may regulate basic cable 
rates. NTIA intends to participate in this proceeding. Although 
we have not yet formulated our position on this specific issue, 
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NTIA beliovas that increased competition is the best mechanism 
for improving cable service to rural subscriber* in the long 
term, i would like to make two points, however, relevant to 
rural cable concerns with regulation. 

First, regulation would not necessarily increase the number 
of services available to rural cable subscribers. In fact, the 
opposite could be true, if regulators set basic rates too low, 
cable operators could lack the funds necessary to add new basic 
programming. 

Second, if the FCC modifies its "effective competition" 
standard, the short-term res* . could well be increased 
regulation in rural areas, regardless of precisely how th*» 
standard is redefined* A new definition of effective competition 
necessarily would be linked to the presence of competing 
providers (whether broadcast signals, a second cable operator, or 
a viable home satellite dish operation) in a particular cable 
community* Since rural areas are less likely than other parts of 
the country to have such video competitors, it seems much less 
likely that "effective competition" will be deemed to exist in 
rural areas* 

These factors deserve careful consideration in any policy 
discussion of cable rate regulation. 
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Thank you vary much for this opportunity to present NTIA's 
views on this very important eat of issues, which NTIA will 
continue to consider in its policy studies. I will be glad to 
answer any questions you Bay have. 
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Mr. Wise. Thank you, Mr Maher 
Mr* Robinson. 

STATEMENT OP KENNETH ROBINSON, SENIOR ADVISOR TO THE 
CHAIRMAN, FEDERAL COMMUNICATIONS COMMISSION 

Mr. Robinson. Thank you very much, Mr. Chairman. 

In the interests of time, let me succinctly summarize four of the 
major points which are in my statement. 

The first is that the statement goes into a discussion of the factu- 
al situation .gainst which telecommunications, rural development, 
and the like should be assessed. 

It's quite clear that the United States is perhaps the most urban- 
ized of the major countries in terms of the percentage of our popu- 
lation living in urbanized areas. 

By the same token, the size of the country is such that we have 
at least 40 and potentially as many as 60 million people living in 
nonurban areas. Their interests are of great importance to my 
agency as well as to the U.S. Government. And as Congressman 
English pointed out this morning, telecommunications can make a 
msyor contribution both to the quality of life that they enjoy and 
the character of the economic opportunities which are available to 
them. 

The second point is that, at present, the United States maintains 
a number of programs which are designed to assure that residents 
of rural areas have parity of communications opportunity. Those 
programs involve subsidies which are developed chiefly by the Fed 
eral Communications Commission and administered by our 
common carrier bureau. They involve sums of money which may 
seem large but in relative terms were a very small fraction of the 
$159 billion regulated telephone economy last year. 

For example, our high cost fund which offsets high costs for pro- 
viding rural telephone service last year was $340 million. That s a 
very, very small percentage of the total telephone economy. 

A third point which is contained in the statement is the fact that 
the FCC makes a conscientious effort in a number of different ways 
to expand the communications options which are available to 
people in rural areas. These include our low power television li- 
censing programs, sanctioning direct broadcast satellites, special 
mobile radio efforts, licensing of fixed cellular, and the like. 

Let me turn now to the subject which the subcommittee has 
heard the most about this morning and that is cable television. 

In respect of the cable television industry the FCC under Chair- 
man Sikes' leadership only very recently launched two major ini- 
tiatives. The first of these initiatives involves accelerating the 
study of the cable industry, which was the FCC was directed by 
Congress to make in the 1984 Cable Communications legislation. 

We plan, according to the Chairman, to submit our report to 
Congress in July of this year. That is many months in advance of 
the statutory deadline. 

In connection with that study the FCC for the first time in its 
history, I should also note, has undertaken a series of formal fact- 
gathering field hearings, the first of which will be held in Los An- 
geles. Additional hearings will be held outside of Washington in 
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major cities where we hope to hear both from urban as well as 
rural residents. 

Chairman Sikes feels very strongly that it is important for the 
people outside of Washington be given a chance to express their 
views on these issues that obviously concern them a great deal 

The second major initiative which we have taken deals with the 
reexamination of our 1985 "effective competition" standard that 
was, again, a topic of discussion this morning, the so-called three 
signal standard. 

We issued a notice of proposed rulemaking to reexamine that 
standard on January 11. Comments are due on April 6. 

Again, Chairman Sikes has indicated every intention to complete 
that rulemaking and to take action not later than July of this year 

I hope that those two initiatives indicate to the committee the 
FCC is sensitive to the great concerns which we have heard, not 
only trom this subcommittee, but from many others in Congress re- 
garding the status of the cable television industry. 

Let me conclude, Mr. Chairman, by thanking the subcommittee 
and its staff for having these hearings. Personally I feel that com- 
munications, which would include cable communications, will be a 
very major part of our economy and society and I am always very 
pleased to see Congress taking the time to examine issues that I 
feel very strongly about and spend a great deal of time working- on. 

Thank you again. 

[The prepared statement of Mr. Robinson follows:] 
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Mr. Chairman and Members of the Subcommittee: 

Thank you for this opportunity briefly to review several of the key 
policies and responsibilities of the Federal Communications Comlnion (FCC) 
regarding communications services fbr rural Americans, and particularly the 
initiatives which have been taken recently under Chairman Sikes's leadership 
with respect to cable television and related video services. 

General Importance of Rural Services 

Today, Mr. Chairman, the United States ranks among the most urbanized of 
countries. More than three-quarters of Americans reside in metropolitan 
areas, nearly 90 percent live and work on some 3 percent of our land, and, 
indeed, more than 100 million live within 50 miles of our coasts. 
Notwithstanding this intense population concentration and urbanization, 
however, rural America remains a critical national economic, social, 
political, and philosophical component. 

Rural Americans comprise almost 40 million people, living and working in 
a diversity of communities dependent chiefly on one of our largest single 
national enterprises — agriculture -but also mining, forest products, and, 
in some instances, manufacturing, leisure, and service industries. 
Demographically, rural America tends to be older, too often leas 
well-educated, and significantly less affluent than the United States as a 
whole. Cpmpounding these challenges, the sheer physical size of the United 
States, and the associated costs of providing both common carrier and other 
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communications services in rural areas, have traditionally presented social 
regulatory issues. 

"Rural" in telecommunications does not always equate with "high cost." 
But communications coats often are significantly higher in rural areas, and 
the business and subscriber base across which they can be spread, is typically 
much smaller. These characteristics have an impact on the level of 
advertiser-supported broadcast services, as well as the viability of customer- 
sustained, commercial communications offerings. They tend to curtail the 
abundance of customer service options and equipment choices. 



Rural comounioations customers todiy, nevertheless, are better off than 
they were Just a decade ago. Rural telephone companies coaoendably have made 
a substantial investment in new plant and facilities and, indeed, reportedly 
now have a greater percentage of high-capacity digital electronic switches 
installed tha.i do many firms serving major urban area?. Cable television, 
which began as a rural phenomenon, has contributed to the news, information, 
and entertainment services available to rural Americans. New technologies 
including mobile satellite and cellular radio should also benefit rural areas. 
Decisionmakers, however, need always to be alert to at least four concerns, in 
developing communications policies which will reliably advance the interests 
of all Americans including rural residents. 



Special Policy Challenges 
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First, decisionmaker* have to be particularly alert to the stated 
interests and concerns of rural residents and their representatives* They 
also need actually to see some of America's remote rural regions th eaae lves 
Regulatory assumptions reading electronic Mass media, for instance, usually 
reflect personal experiences, at least in Urge part. As a Majority of the 
American public is urban, so too are most coswunications policymakers. There 
is thus an unfortunate tendency to extrapolate from the abundance of media 
choices routinely available in urban areas — and to assume that rural 
residents enjoy a comparable video bounty — when often they do not. 

Second, decisionmaker* need to bear in Bind the high value which rural 
residents. usually accord thoae cowauuications options they have. Telephone 
service, for example, while important to urban residents, ©ay be absolutely 
cKtical to rural areas as distances may render alternatives infeasible. In 
the ca««e of electronic mass med* .... what local broadcast service exists also 
usually commands strone Hstener support. The loss of a single radio or 
television signal ~ which might escape significant notice in Cleveland or Los 
Angeles — could represent a major blow for the residents of rural communities 
who simply lack alternatives. 

Communications services contribute, and will increasingly contribute, to 
the overall quality of life which all Americans enjoy. It is also axiomatic 
that long-term national progress should be assessed not only by output, 
productivity, and efficiency measures, but also in terms of the means and 
choices the United States ensures which allow all people to contribute, while 
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enjoying full, healthy, and satisfy in& lives. It is important to remember the 
contribution which communications services make, and will make, in this 
regard. 

Third, and while it is true that some procompetitive communications 
policies njight find limited application in certain rural areas, decisionmakers 
need to remember that rural Americans are as entitled to the benefits of 
competitive choice as any others. Particularly in communications, where 
equipment costs regularly decline, what might seem an improbably competitive 
marketplace today may well, with advances in telecoramvr.ications technology, 
become quite amenable to competition tomorrow. 

In general, competition has served the American communications customer 
wel.i . To the extent reasonably feasible, Government policies should thus 
continue to aim at ensuring that competition is not simply an urban 
phenomenon. 

Finally, communications policymakers need to be especially aware of the 
substantial benefits that advanced communications can deliver in areas which 
might not otherwise have many economic alternatives. 

Technological developments have made it possible for corporations to 
relocate support functions (such as check processing, credit operations, and 
mailorder fulfillment) to rural areas because of favorable wage and tax rates, 
lower housing and utility costs, and general quality of life considerations. 
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Advances in computers, satellite technology, and fiber optics may make it 
possible to deeentrali2e business functions. 

Among leading corporations, Citicorp has been among the most aggressive 
in capitalizing on some of the comparative advantages offered by less 
urbanized areas. About half Its total office workspace, for example, 
reportedly is located away from its New York City headquarters. Its Sioux 
Falls, South Dakota, location is responsible for credit card processing and 
reporting, and provides a lower cost commercial environment for that part of 
Citicorp's business which requires little client contact or personal 
interaction with headquarters. Moreover, companies which began in snail towns 
— such as Wal-Mart did in BentonvLUe, Arkansas, or Lands' End did in 
Dodgeville, Wisconsin, or L.L. Bean's did in Freeport, Maine — have been 
able to maintain and expand their operations In those locales. 

This is a particularly promising facet of comaunl cations Industry 
developments. A principal reason for urbanisation trends, both in the United 
States and abroad, is that rural and mall town areas have lagged behind urban 
areas in terms of job retention and creation. To the extent that 
communications developments can ameliorate this problem, a result could be 
more balanced economic development in the United States overall, and thus 
fewer of the environmental and other pressures and costs which very high 
levels of population density usually cause. Economic development also 
provides the revenue base for a broad range of public services; to the extent 
that rural areas are able to strengthen their economy, they will be better 
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able to provide proved education, health care, public safety, and other 
necessary services. 

Communications Policy Responses 

The Communications Act of 193^ places duties on the FCC io regulate in a 
fashion which will promote both geographic and demographic parity. The 
preamble of the statute t for example, obligates the agency to ensure universal 
access to communications to the maximum extent possible, a policy which is 
reflected, for instance, in a longstanding commitment to maintaining universal 
telephone service at reasonable and affordable prices. Similarly, the FCC is 
obliged to seek a "fair, efficient, and equitable" distribution of broadcast 
signals W USC 5307(b)). An objective of the 1984 Cable Act, moreover, was 
to encourage the growth of cable systems, notably in rural and other unserved 
areas (47 USC S60l{2>). 

To maintain universal telephone service, the FCC has directed the 
establishment of a "high cost" program, which helps rural phone companies 
offset some of the additional service costs which they face. Additionally, 
the FCC has a strong policy favoring nationwide interstate toll price 
averaging. An effect of this latter policy is to extend to "thin route" 
customers the benefits of competitive prices caused by rivalry on major trunk 
routes. To strengthen broadcasting in rural and less urban areas, the FCC has 
also licensed low-power television stations, created special classes of both 
AM and FM radio stations, and currently has underway a major AM radio 
improvement program which, in part, looks toward permitting power and service- 
* 
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hour changes which would facilitate local community service on the part of 
radio stations, particularly in rural areas. 

The FCC also has initiated a series of actions to enhance mobile 
communications capabilities, so important in rural areas. It has taken steps 
to ensure that rural areas enjoy the same array of technologically advanced 
mobile communications services as urban areas — and at competitive prices. 
These services include the Basic Exchange Telecommunications Radio Service 
(BETRS) and cellular radiotelephone. They also include many private carrier 
voice and data communications services such as Specialized Mobile Radio 
Service. 

At present, the FCC has under consideration several matters which have 
the potential to increase both service options and competition in rural areas. 
Changes have been proposed, for example, in current limits on competition to 
provide long-distance telephone service in Alaska's remote rural areas. The 
limits placed on telephone company provision of cable telephone service on a 
collocated basis are being examined. Changes have been made in the rules 
governing multimedia, multipoint microwave distribution system (MMDS) — so- 
called "wireless cable" — to remove any unnecessary regulatory obstacles to 
the growtfh of this service, and more reforms should be forthcoming. The FCC 
has also authorised direct broadcast satellite services, whose U.S. domestic 
development has been affected by the difficulties in the satellite launch 
business, but which are currently operating in Europe. The competitive 



FRJC 



372 

potential of DBS operations Is significant; such systems also have promise in 
terns of broadening customer choioe in rural and other areas. 

Cable Communications Initiatives 

The FCC also has underway proceedings alaed specifically at benefiting 
rural cable < "mmunications. The agency has initiated a major, broadscale 
Inquiry regarding virtually all facets of cable caaounicationa, for example, 
and has promised to provide Congress the results, together with its considered 
oommenfcs and recommendations, by July 1990. Additionally, the FCC has 
commenced a review of the current "effective competition 14 standard governing 
cable service price regulate. The FCC's 1985 standard la pegged to the 
presence of three or more broadcast signals; where that level of over-the-air 
service prevails, price regulation is generally barred. The surge In cable 
subscription rates experienced by many subscribers, 

including ; ural customers, during the 1987-89 timeframe has understandably 
caused concerns. The rule making proceeding which the FCC has begun will 
examine the need for changes in the current standard, and should also be 
concluded by this sunmer. 

The satellite receiver or "backyard dish* 1 sector is another which the 
FCC has sought to facilitate. The FCC has been a strong proponent of 
fostering the full and fair competitive circumstances that will ensure that 
dish owners have reasonable access to the satellite-relayed services which 
they want and need, especially in areas which are unserved by cable television 
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companies. A comprehena.ve review of price discrimination allegations was 
only recently completed and released. That study flound significant variations 
in the prices which satellite cfistrib jtora of network and "auperstation* 
signals charge satellite and cable "retailers.* The FCC will be looking 
further into this matter. Both because of a longstanding cooBltaent to full 
and fair competition, and a desire to ensure oaximum possible access to video 
services » the FCC wants to ensure that any anticompetitive or abusive 
practices ,are remedied. 



Most developed countries have conmunications policies which endeavor to 
further the interests cf both urban and rural residents. In this regard, 
however, the United States has more such policies and programs in place than 
any other. Not only are Federal efforts generally aimed at safeguarding the 
interests of rural communications customers, the United States also has 
adopted special programs designed to smooth the ongoing transition toward a 
much more diverse and competitive conmunications sector. That special 
attention to legitimate transitional equities is important. For any costs of 
policy changes designed to benefit society as a whole should tie borne by all, 
and not inadvertently visited on one particular group — especially if that 
group, by virtue of lower income, for example, is least able to bear it. 



Conclusion 
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Today, concern* obviously exist regarding cable television prices, 
ffftrvioe levels, and availability. Those concerns are in fact being addressed, 
however, within the provisions of current law, If, following the coopletion 
in July 1990 of the FCC*s ongoing cable television (and related) proceedings, 
the agency concludes that further steps by Congress are needed, detailed 
recommendations will be forthcoming. 
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Mr. Wise. Thank you very much* I thank both of you. 

I'd just like to note if I had held this hearing about a year and a 
half ago, wouldn't you both have been here but you would have 
been representing the other's agency? Wasn't there a reversal? 

Mr. Maher. We did switch jobs. 

Mr. Wise. I just wondered. No comment. I was just interested in 
that. 

Mr. Maher, in your prepared statement you stated that in a 
random sample NTIA found the average cost per cable channel to 
be about twice as high for rural systems as it is for urban. Could 
you just comment briefly for the record some of the reasons for 
that disparity? 

Mr. Maker. There are a number of reasons, Mr. Chairman, that 
come to mind. One could be what we heard from the previous pan- 
elist; that is, the cable companies in rural areas have higher costs 
perhaps than those operating in urban areas and the costs could be 
reflected in their rates. That would be because of the geographical 
problems and the low population density that we've heard about 
this morning. 

Another possibility would be the fact that many existing rural 
systems have been in place for quite awhile, so that they do not 
have the newest technology available. 

And some say that these results could be indications of less com- 
petition in rural areas than in urban ones. That reason to me is 
somewhat problematic. I think that we would have to explore quite 
carefully what the sources of competition would be. 

Mr. Wise. Mr. Robinson, is there anything you care to add? 

Mr. Robinson. I don't really have anything to add to Bill 
Maher's comment. 

I would note that is one of the topics which we will be exploring 
at great length, not only in the field hearings that we will be hold- 
ing, but also in conjunction with our rulemaking. It's a very 
common assertion and it's a matter which is of great concern to 
the members of the FCC as well as to the staff of the FCC. 

We certainly do not want to have a situation where there is a 
marked disparity in prices which people in rural areas pay for 
service which, as members noted this morning, is regarded by the 
great majority of the cable subscribing public as close to a public 
utility. 

Mr. Wise. Can either of you state a position of your agencies of 
whether Miere should be an attempt to lower rural cable rates or at 
least take steps to keep rural cable rates somewhat the same as 
urban cable rates similar to the attempts to keep rural telephone 
rates at a similar level to urban telephone rates? 

Mr. Maher. NTIA does not have a position on that. As I believe 
you pointed out earlier in the hearing, Mr. Chairman, there his- 
torically have been different regulatory treatments of the tele- 
phone and the cable industries. And the fact that there has been a 
subsidy structure in the telephone industry built up over 30 to 40 
years, gives it a bit of a heaastart on addressing these kinds of dis- 
parities. 

The other point, too, is that to the extent there really are higher 
costs to rural cable operators, some disparities may be justified. 
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Mr. Wise, The General Accounting Office is currently engaged in 
a second examination of cable rates. The first study was so well re- 
ceived they're going back for a second round. That'll be played on 
ESPN. 

Isn't the FCC also involved in this study? 

Mr. Robinson. Yes, Mr. Chairman, that's correct I'm only a 
lawyer. I don't understand the vagaries of statistics, polling, and 
the like. 

There were many criticisms made of the initial GAO survey. As 
part of our survey, which ConOTess directed us to do, we are seek- 
ing to gather a lot of information. Under Mr. Sikes' leadership we 
made the determination that it was better for us to go with the 
General Accounting Office rather than do our own survey, to use 
their expertise and to, in effect, combine forces. And working with 
Ihe Energy and Commerce Committee we have done that. We have 
come up with what I believe is a mutually agreeable poll question- 
naire that will be circulated and we hope to get this time results 
which are more credible, more systematic, perhaps, thain was true 
of the first survey. 

Mr. Wise. In this survey are you looking at the disparity in rural 
rates? 

Mr. Robinson. I believe that is a question which will be covered 
in that survey. 

Mr. Wise. Because the GAO survey seemed to me to be deficient 
in one regard. It's awful easy to take potshots after the fact. As you 
say, crafting these things is fairly difficult. But it seemed to me to 
be deficient because it was hard to break out rural versus urban. 

Mr. Robinson. That's correct. And there is a tremendous statisti- 
cal difficulty in using averages. As a friend of mine who is a Ph.D. 
in statistics frequently reminds me, the average person in this 
world is a Chinese woman. So you have to be very careful when 
you start talking about the average anything. 

The average cable rate may conceal an enormous range of vari- 
ations, much as if you checked very carefully the survey which the 
West Virginia Consumer Advocate submitted. You will see a tre- 
mendous range of rates within just the State of West Virginia. 

Mr. Wise. I might note for the record I'm interested in the con- 
clusion that your Ph.D. friend in statistics made because I only 
took one course in statistics and failed and I would have reached 
the same conclusion. I always thought the field had come a long 
way. 

I know the FCC if reviewing the "effective competition" stand- 
ard. My question is how easy is it for a rural area to establish that 
it qualifies to regulate basic cable rates under the current "effec- 
tive competition standard? 

This has particular relevance, Mr. Robinson, because I suspect 
that if Mr. Gregg is correct and the West Virginia legislature does 
act this year and enact some form of legislation, you're going to be 
contacted pretty quickly as to how it is that you can define effec- 
tive competition. 

Could you talk about that for a second? 

Mr. Robinson. My understanding in conversations with the mass 
media bureau in preparation for these hearings is that while our 
rule does create a presumption, it is a rebuttable presumption. It's 
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still up to the city or still available to the city with franchising au- 
thority to come in and demonstrate to us that three signals are ac- 
tually not available. 

Most FCC rules dealing with broadcast signal coverage, the sub- 
committee should bear in mind, are based upon predicted contours. 

Mr. Wise. Predicted what? 

Mr. Robinson. Predicted contours, predicted coverage by broad- 
cast stations, particularly an average terrain. Particularly in areas 
such as West Virginia where you have such tremendous variations 
in the terrain, those predictions which are very nice when you look 
at a television fact book, may bear very little relevance to the real 
world. 

If a franchising authority comes to the Commission and says, 
*'yes, we do not have effective competition within our community," 
my understanding is the FCC permits regulation relatively quickly. 

Now, as you pointed out this morning, many communities even 
though they may have the authority legally to impose regulations, 
have chosen for one reason or another not to do so. 

I don't know whether that will change even if we alter our effec- 
tive competition standard. 

Mr. Wise. In the present process, isn't it true that a franchising 
authority must sometimes submit a special engineering study? 

Mr. Robinson. That is correct. 

Mr. Wise. Under what circumstances? 

Mr. Robinson. If they seek to show that there is not coverage of 
the community by three signals. 
Mr. Wise. In every case, then? 
Mr. Robinson. Usually in every case. 
Mr. Wise. How expensive is such a study? 

Mr. Robinson. I think it would depend very much upon the engi- 
neer and the situation. In general an engineering study I would 
think would run you somewhere between 5 and 15, perhaps higher, 
thousand dollars. That would certainly be a factor, however, which 
again we would be looking at in our inquiry. 

In fact I should add in that regard that there is in that inquiry 
the question of whether an over-the-air signal standard at present 
makes any sense to begin with. 

As Chairman Sikes has stated publicly on a number of occasions, 
the current over-the-air signal delivery system in the United States 
for at least 50-million cable households may not be an alternative. 
People are wired into the cable. Our rules assume people can pull 
out the cable, and put up an antenna. That may be an unrealistic 
assumption from the standpoint of a regulatory agencv. 

The second thing which we will be exploring is the contention 
that broadcast signals are not really an alternative because cable 
subscribers are looking for what are exclusively cable services C- 
SPAN I and II, CNN, ESPN, and the like. Those are contentions 
which people have put forward and which are covered in our in- 
quiry and covered in our effective competition rulemaking notice 
and will certainly be given very close scrutiny by the currently 
four and I expect five— by the time the proceeding comes before 
it— five members of the FCC. 

Mr. Maker. Mr. Chairman. 

Mr. Wise. Mr. Maher. 



3fil 



378 



Mr. Maker. Just to make an additional point on that topic: If the 
FCC modifies its effective competition standard, the short-term 
result could well be increased regulation for rural areas. And I 
think the reason is quite clear from the hearing today. 

A new definition of effective competition will most probably be 
based on the presence of some competing providers, whether they 
would be over-the-air broadcasters or a second cable system or 
home satellite dishes in a particular cable community. Since rural 
areas in general are less likely than urban areas to have such com- 
petitors present, then the impact of a new effective competition 
finding by the FCC may well be greater on rural areas. 

Mr. Wise. One concern I have, following up on that, Mr. Maher, 
is that when vou look at other providers I would hope that this 
time we wouldn't be looking at video stores or outlets, things like 
that, with the rationale being well, folks can run down to the su- 
permart and pick up a video for the evening and plug it into their 



Would that be within the realm of possibility to be considered as 
an alternate provider? 

Mr. Maher. I think the FCC will have to use its good judgment 
in looking at those alternatives. Obviously if you're interested in 
watching the super bowl, you aren't going to wait until the high- 
light film is released. 

Mr. Wise. Three years later maybe. 

Mr. Robinson, just back to the study for a second and you talked 
about the cost of the study: Wuuld that cost not be prohibitive for 
many rural franchisers? And I'm going to follow up and ask wheth- 
er you have any statistics on how many, one, applications have ac- 
tually been submitted for such regulation, and second, how many 
have been approved? 

Mr. Robinson. Quite frankly it seems to me intuitive that for 
some rural communities that cost would be prohibitive. 

Obviously there are a large number of rural jurisdictions in this 
country. We have 3,000 counties, a large number of which have an 
extraordinarily small population bases and very, very sparse or no 
economic bases as well, ft could very well be that that is a prohibi- 
tive cost. 

I have no specific information on that. I would be more than 
happy to develop that kind of information and submit it to the sub- 
committee because I think it would be helpful from the standpoint 
of your record to have that kind of specific information. 

(The information referred to appears on p. 381.] 

Mr. Wise. It would help the subcommittee a great deal because I 
think that's one of the genuine oversight issues that the subcom- 
mittee would have over the Federal Communications Commission, 
the extent to which these applications, "A," are being filed, and 
then the success rate and then what the cost is. Then there is a 
much more indefinite thing which is harder for you, of course, to 
come forward with, which is how many were not filed because the 
cost was prohibitive. 

Mr. Robinson. That's a good point. My sense, and I would point 
this out from speaking with the mass media bureau chief and 
deputy chief, who have responsibility in this area, is that this has 
not been until very recently an area of significant activity. In other 
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words, it has only been within, say, the past year or less that there 
has materialized a substantial interest in regulating cable rates. 

Mr. Wise. Might that be, though, because things were capped 
until 1986 and then the cap came off and we're starting to see that 
ripple in. 

Mr. Robinson. That might well be the case. I mean, it takes any 
Government agency a certain period of time to respond to the 
public and I expect that s true in the case of local country or fran- 
chising authorities, too. 

I would also add, however, that you must bear in mind that 
under the 1984 Cable Act the municipalities receive a franchise fee 
of 5 percent of the revenues of the system which generates— and 
the precise numbers are available from NCTA— hundreds of mil- 
lions of dollars of revenue for local franchising authorities. So one; 
has a certain conflict of interest situation presented, where the reg- 
ulator has a certain interest in higher rates. So that may be a 
reason. 

I don't mean to impune the intentions or interests of any State, 
local, or municipal franchising authority. But I do believe that 
given the pinch on municipal governnv t right now, that very 
large amount of money which is flowing oy virtue of this statutori- 
ly permitted franchise fee might have some bearing on their zeal to 
rush forward and reduce rates. 

Mr. Wise. You make a good point on the contingency fee aspect 
of that. I just offer as a counter that as one who has to run for 
office every 2 years there's a definite constraining influence be- 
cause the local government that thinks they're going to reap this 
great return, the next election may not be the local government 
anymore. 

So I would like for my own record to enter that the thing I hear 
first about much of the time is the cable rate increase. 

The rural telephone systems are offering cable in service areas 
today under the rural exemption, presently 2,500 residents. 

To what extent would expanding the rural exemption increase 
cable service to rural homes and more to the point, it seems like 
many definitions of a rural — everyone has their own definition of 
what's rural area but many seem to focus around the population of 
20,000 as a cutoff. 

Do either of you have any comments on whether 20,000 makes 
any sense? 

Mr. Maher. I have just a brief comment. There are many defini- 
tions of what "rural" could mean, what that number might be. The 
FCC in 1988 initiated an inquiry into the issue of cable telephone 
company crossowership generally and asked specifically whether 
the rural exemption should be expanded. 

The record in that proceeding shows generally that when parties 
supported the expansion of the rural exemption, such parties either 
supported an increase to either 5,000 citizens or 10,000. The ration- 
ale for the 5,000 figure was that the Department of Transportation, 
among others, uses that number as a definition for "rural" and 
that the factors that went into its selection were comparable to 
those present in the cable industry. 

So there are many definitions. 
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I think that these issues have to he explored more in the FCC's 
inquiry which should also examine the actual effects of changing 
that number. We have heard some statistics today about how many 
of these rural telephone companies have gotten into the cable busi- 
ness under the exemption. 

Going through some of the records of the FCC, NTIA staff found 
that in the last 4 years, from 1986 through the beginning of 1990, 
87 telephone companies got into the business of building new cable 
systems in their areas under the rural exemption. 

You have to ask whether the cutoff 2,500 person limit is an arbi- 
trary cutoff or whether the FCC actually picked the exact, right 
number when they set that limit. 

Mr. Wise. I note with interest your noting that there are many 
definitions of "rural." 

My own definition of "rural" used to i>e at least three potholes 
every mile and the necessity to carry your own set of jumper 
cables. But after driving 1-395 out here, this apparently is the most 
bucolic freeway in the world. So my aefinition is no longer rele- 
vant. 

Mr. Robinson, do you have something? 

Mr. Robinson. We will be looking at that certainly as part of our 
cable television/telephone cross-ownership docket which should 
be— there should be a final decision in that sometime this spring, 
early this spring. 

The current 2,500 standard, I believe, derives from the Census 
Bureau definition of what constitutes "rural/' Quite frankly in the 
interest of simplicity I would prefer to have the FCC— and I think 
other people would prefer this as well— use a definition which is 
developed by experts in this area and widely agreed to. 

I don't think it would be desirable for us to go out and devise our 
own special definition. 

Mr. Wise. In addition to the rural exemption for telephone provi- 
sion of cable service, the Cable Act also provides for a good cause 
exemption. 

My question to you, Mr. Robinson, would be is this exemption 
widely used? Second, how hard is it to get? What kind of showing 
do you have to make to qualify? 

Mr. Robinson. Mr. Chairman, with me this morning is Patrick 
Donovan from our Common Carrier Bureau, who is in charge of 
handling these matters and I've asked him. Under the rules that 
we follow, if you have 30 or less subscribers per route mile, you 
almost automatically qualify for the so-called good cause waiver. 

My understanding is that we have not been deluged. In fact we 
have practically received almost no applications from telephone 
companies for good cause waivers. 

Mr. Wise. Would you or Mr. Donovan have any subjective obser- 
vations about why that is? And once again it's hard to define the 
negative but is it difficulty of making that application? 

Mr. Robinson. Myself, I have no good sense as to why that would 
be the case. I would be more than happy, again, to provide that in- 
formation to the subcommittee. 

Mr. Wise. If you would. 

Mr. Robinson. Yes. 

[The information follows:] 
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Federal Communications Commission 



Washington 



March 9, 1990 



OfFtCI O* 
THl CHAIRMAN 



Honorable Robert Viae 

Chat roan, Subcommittee on Government Information, 
Justloe and Agriculture 
House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Questions arose in connection with my recent testimony regarding, first, 
the cost to municipalities of the engineering studies needed to support re- 
instituting cable television price regulation and, second, the snail number of 
"good cause" waiver requests received fro© rural telephone companies seeking 
to provide cable television service in their telephone service area. 

The Commission's Mr t Media Bureau has informed me that the costs of the 
engineering studies need* to demonstrate the absence of cable television 
"effective competition" is from J 10,000 to $35,000 somewhat above the 
$5,000 to $15,000 which I suggested. 

The Commission's Second Report and Order in MM Docket 84-1396 . 3 FCC Red 
261? (1988), para. 39, contains reference to a City of Dubuque comment 
indicating that the studies cost $35,000. X believe Dubuque actually sought 
to obtain bids for such a study fro* some of the higher class engineering 
consulting firms, so this is probably at the high end of the scale. 

The rules in question were appealed and, in ACLU v. FCC . 823 F.2d 1554 
(D.C. Cir. 198?*, the court of appeals noted H with concern the substantial 
barrier the current waiver system may place on franchising authorities. .. [and 
that) this is an area the Commission would be well-advised to deem fruitful 
for further study on remand.* 1 A&U at 4?. On remand several changes were 
made to address this concern, Flrrt, the portion of the rules describing how 
the measurement process works was amended to delete the requirement for 
measurements taken during a "mobile run." As yen know, the quality of 
reception that is possible can vary even within a few feet. The engineering 
rules, which are used for all kinds of purpose other than effective 
competition showings, were amended some years ago to require that measurements 
fro a "mobile run" be taken. This was intended to make It difficult for the 
party taking the measurements to search for "hot spots" to measure. It also 
meant that the party taking the measurements needed a truck equipped with * 
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telescoping antenna and a strip chart recorder. Because not many flr^s have a 
need for such a truck, this significantly reduced the nuafcer of fire 
qualified to do the studies and Increased the cost (along with the 
reliability) of the studies. 

The mobile run requirement was deleted, for cable effective competition 
studies, in the Commission's Second Report and Orrf gr in MN Docket 8g-J 236. 3 
FCC Red 2617, para. <H (1988> in order to decrease the costs involved as a 
consequenoe of this o.ange, it should now be possible to undertake such a 
study without the need for a consulting firm with & monitoring truck. 
You should be aware, however, that both cable systems and cities may have to 
pay for these types of studies; the cities to rebut a Prima facie showing of 
signal availability, and the systems to establish signal availability. 

The second action taken by the Commission was to incorporate a coat 
shifting mechanism into the rules. That is, if a community has a study done 
and it demonstrates the absence of a signal, the cable system may be obliged 
the reimburse the community's engineering expenses. The community must pay 
the total cost if the signal is shown to be present. VhUe this oost shining 
mechanism is now part HT the rules, you should be aware that 
Telecommunications, Inc., filed a reconsideration petition urging that the 
rule was beyond the agency's authority. Before the matter could be addressed 
TCI withdrew its reconsideration petition. 

The Commission's Common Carrier Bureau has indicated that they know of 
no single reason why the number of "good cause" waiver request has been low 
Legislation enacted in 198*1 w hioh simplified the "rural exemption" process to 
facilitate operation of collocated cable and telephone systems may be a 
reason. Changes in Rur- 1 Telephone Administration lending policies may be a 
factor. So, too, nay be the restrictions placed on "information service" 
activities by Bell coupanies under the 1982 AT4T antitrust consent decree. 

I trust that this is responsive to the Subcommittee's needs. If 
additional information is needed, we would be pleased to provide it. 

Sincerely, 



Kenneth Robinson 
Senior Legal Adviser to the 
Chairman 
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FEDERAL COMMUNICATIONS COMMISSION 
WASHINGTON. D.C. 20554 



August 22 , 1990 



Audrey A. Bashkin, Esq. 
Professional Staff Member 
House Subcommittee of Government Information, 
Justice, and Agriculture 

Rayburn House Office Building 
Washington, D.C. 20515 

Dear Audrey: 

I'm enclosing our response to questions Chairman Wise asked Ken Robinson during 
the hearing on February 7, 1990, regarding cable and other broadband 
communications service in rural America. These responses supplement Ken's 
letter to Chairman Wise of March 9, 1990. 

Please let me know if you neea any additional information to complete the 
hearing record. 



Sincerely , 




Linda Townsend Solheim 
Director 

Office of Legislative Affairs 
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Questions Submitted by Representative Robert Vise (D-U.VA) 

(frestloo 1 : Does the Commission have any statistic* on bo* many 
applications for basic cable rate regulation have actually been auteitted 
to the FCC alnee the 1984 Cable Act, especially by rural authorities? 

Answer i Yes. Eleven cities have filed requests for determinations that 
effective competition does not exist in their communities. One additional 
Edition was filed by a cable operator seeking a determination that 
effcnr'v* competition does exist in a community. This petition Is not 
included in the figures given below. 

Question 2 : How many have been granted? 

Answer: Four petitions have been granted and one was denied. Two cases 
are presently pending and four others were dismissed at the request of the 
relevant petitioners. These petitioners asked that their petitions be 
discs! seed as moot because of agreements reached with their local cable 
operators . 

Qiestlon ft : What is the cost to establish lack of effective competition. 
JLc., how easy is it for a rural area to establish that it qualifies to 
regulate basic cable rates under the current effective competition standard? 

Answer: We estimate that it would cost between $8,000 and $12,000 for a 
small oomuumty to pay for a consulting engineer (including his equipment 
and transportation costs) as well as legal fees to establish a lack of 
effective competition in a certain area. This amount may be substantially 
reduced if a city has an engineer or an attorney on staff. Larger 
communities require more extensive measurements thereby incurring greater 
costs of approximately $25,000 to establish the lack of effective 
competition. 

fries t Ion 4 : Bow many applications for basic cable rate regulation were not 
filed because the cost was prohibitive? 

An swer : We have no way to ascertain how many communities have not filed 
waiver requests due to cost. However, in three of the cases where a 
Commission determination has been made that effective competition does not 
exist, the relevant cities have been small. Specifically, portola, 
California has a population of less than 2,000 people. The population of 
Sterling, Colorado is less than 11,400 people, and there r»re approximately 
5,000 people in Hancock, Michigan. 
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Mr. Wise. Both the FCC and the NTTA are currently seeking 
public comments enabling you to decide whether some curbs need 
to be placed on cable rates, and if so, whether that curb should 
take the form of increased regulation, competition from telephone 
systems, or some combination. 

Do you think the same conclusion will work equally well in rural 
America as in urban America? Either one of you may jump into 
that one. 

Mr. Robinson. That's a very complicated question which we will 
be, again, looking at as part of the "effective competition" stand- 
ard. And it's also an issue which has been somewhat fiercely debat- 
ed on the Senate side where they are actively considering a 
number of different cable bills. 

I really don't have any good sense whether a system of price reg- 
ulation unique to rural America needs to be developed. I think ar- 
guments go Tboth ways. 

In the telephone world as the subcommittee heard this morning, 
in the State of Iowa there is no price regulation of a great majority 
of telephone companies in that State. Presumably since many of 
those were very small companies, very close to the customers, there 
appears less of a difficulty. 

Whether that kind of circumstance also obtains in the case of 
small cable companies serving rural areas, I simply don't know. 

We will be looking at a number of different options here as far 
as price regulation in the cable business and I wouldn't want to 
prejudge that kind of conclusion; though if the subcommittee or 
any of its witnesses have recommendations, we would be more than 
welcome to receive those. 

Mr. Wise. Mr. Maher. 

Mr. Maker. I share many of Mr. Robinson's views on this issue. 
The long-term solution to the rate question and the quality ques- 
tion and many others lies in making sure there are alternative 
sources of video programming available to as much of America as 
possible. That would include a viable home satellite dish industry 
or the advent of direct broadcast satellite as Mr. Robinson alluded 
to in his testimony. 

As far as actual regulation of cable rates for rural areas, I think 
the "effective competition" docket will have to shed some light on 
possible differences between rural and urban areas. 

Mr. Wise. Does either of you have a concern that States such as 
West Virginia as the most recent example are feeling the need to 
go out and craft their own form of regulation? And let's be candid 
with each other. It's gerrybuilt in that they're trying to do it 
within parametern that are very difficult to operate in. They will 
have to come forth— if nothing happens with the FCC's definitions 
of "effective competition," then the State of West Virginia will 
have to be submitting somewhat expensive engineering studies for 
limited areas of th State to provide regulation. 

Does either of you have concern with the States feeling this need 
and going off in these directions or should we be looking at a more 
consistent approach to regulation in recognizing the need for States 
to be involved? 

Mr. Maher. I think one of the major aspects of the jurisdictional 
question— that is, how authority should be allocated for regula- 
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tion— is recognition of the fact that each State is different. West 
Virginia, as one of the most rural States in the East, still has many 
many geographic and economic differences from some of the 
sparsely populated Western States. 

State regulation, which would recognize those specific differences 
and circumstances, could be the best approach; although even 
under such regulation, it could be difficult to get the kinds of stud- 
ies that you, Mr. Chairman referred to. 

On the other hand, the National Government, that is, the FCC, 
the executive branch, and Congress, have to take close, hard look 
at what the Nation's goals should be for both rural and urban 
areas in telecommunications. Indeed, our inquiry on the State of 
the Nation's telecommunications infrastructure is attempting to 
stait that hard look. 

There will have to be a balance between national concerns and 
the fact that every State is different. 

Mr. Wise. Mr. Kobinson, I would think this is going to be an in- 
creasing challenge for the FCC. 

Mr. Robinson. Certainly* As Mr. Maher mentioned, you have a 
number of tradeoffs here. On the one hand, the United States is a 
continental country and the differences are tremendous. Washing- 
ton State is not like West Virginia. 

Any kind of regulatory system imposed by Washingtoi is going 
to create certain pluses and minuses. 

Certainly I don't think that the FCC wants to impose a system 
here. 

On the other hand, local option hap the potential of making it 
very difficult for the industry to opera te and provide services. 

Second, it has the potential of creating service disparities. The 
people in one State get one set of options; the people in another 
State don't get that option. 

I think as part of our "effective competition" proceeding and in 
working with Congress on cable television legislation, we will be 
looking at that issue very, very carefully and seeing what kind of a 
balance has to be struck in this particular area to avoid the situa- 
tion of ?> as Mr. Sikes has put it, "balkinizing the regulatory 
system/' and on the other hand some sort of Federal imperialism 
which tells people "this is the way it's going to be, period. 

We will be definitely looking at that issue very closely. 

Mr. Wise. Many States, mine included, have vast rural areas cov- 
ered by the Bell operating companies, not by the smaller independ- 
ent companies. 

Expanding rural exemption isn't going to permit them to offer 
cable service. 

Would you all comment on allowing the Bell operating compa- 
nies to offer cable service in rural America even without a whole- 
sale removal of crossownership restrictions? 

Mr. Maker. That question raises a set of different legal issues, 
We have been talking this morning mostly about changes to the 
Cable Act of 1984, including the rural exemption and the "effective 
competition" standard. 

The Bell companies are prohibited, under the AT&T consent 
decree that broke up the Bell System, from providing so-called in- 
formation services. Judge Greena, who is overseeing that consent 
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decree, has further interpreted that restriction to mean that the 
Bell companies can provide the conduit for certain types of infor- 
mation over their networks, but not the content. 

No court has definitively ruled whether cable television really is 
an information service. If one looks at the words of the information 
service definition, the definition could fit rather well. 

There certainly is a potential for Bell company participation in 
this general area. Their lawyers and the Justice Department must 
interpret exactly what the consent decree prohibits them from 
doing. 

So far as I know the Bell companies have not been, and will not 
be, participating in providing cable service, certainly programming, 
under the terms of that decree. 

Mr. Robinson. Bell companies do provide the transmission facili- 
ties on a so-called leaseback basis. In fact that is how the cable tel- 
evision system in the District of Columbia finally will be put into 
place. The transmission facilities will be constructed by C&P Tele- 
phone which will lease it back to the District Cablevision Co. 

So it is permitted today but simply as part of a leaseback. As Bill 
Maher mentioned, it really is a judgment call by those companies 
whether that kind of enterprise is sufficiently attractive given the 
other constraints that thev live under. 

Mr. Wise. Mr. Maher brought up a whole set of issues that I 
think are important. But let's assume for a st?cond that you hurdle 
those issues dealing with the divestiture. 

Now we get down to the issue of the 2,500 person exemption. 

As a matter of policy would either of you think it would be 
worthwhile to permit the Bells an exception to provide cable to 
those areas which by ordinary definition of the Bell operating 
system they, of course, serve an area much larger than 2,500 
people in any State? But would you as a matter of policy permit 
them to carve out an area and to serve only that area? 

Mr. Maher. It's probably wisest from a policy perspective not to 
look at the identity of the service provider, whether it's an inde- 
pendent telephone company, including one of the large independ- 
ents like GTE, or a Bell company. Instead, one must look at the 
purpose of the exemption and how many additional homes would 
be getting cable service under it. I would focus more on what the 
threshold number should be: Whether 2,500, 5,000, up to 20,000 is 
the best one. Policymakers should focus on the identity of who 
would be getting cable rather than which telephone compa- 

ny might be providing service. The rural exemption is not a guar- 
antee or an order to a phone company to go in. It's still up to a 
telephone company to make thai economic decision. 

Policymakers should look at how viewers are — how they would 
benefit the most. 

Mr. Wise. Mr. Robinson. 

Mr. Robinson. I would agree very much with that. I would be 
loathe to have a system which, in effect, could potentially penalize 
people. If you lived in an area which was served by Southwestern 
Bell, you could not get cable television. If you lived right across the 
street in an area served by Panhandle Telephone Cooperative, you 
could. Just that kind of accident of geography. 
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I don't think that those kinds of costs should be visited upon cus- 
tomers, particularly not in rural areas. 

Mr. Wise. The argument was made in a previous statement by 
one of the former witnesses, I believe it was Mr. Bresnan, that in 
effect there is competition available even within a franchised area 
because there's nothing to prevent the franchiser from permitting 
a competing service to provide cable service. How realistic is that 
particularly within a rural area? 

Mr. Robinson. It's very hard to say. I think if you look at most 
rural areas, you will see a kind of core, semiurban situation and 
then a large, much less populated surrounding area. 

Within the kind of core, semiurban area, it could be quite feasi- 
ble to have competition; perhaps not competing cable systems, per- 
haps an over-the-air multipoint, multimedia microwave distribu- 
tion system, such as we have in a small number of m^jor cities in 
this country. 

I think when you get down to household densities really below 30 
per square mile, in the near term, certainly for the next 5 years, 
it's not very realistic. 

Mr. Wise. To have competition? Two competing cable companies? 

Mr. Robinson. It' s very difficult to s**e that. 

Mr. Wise. Mr. Maher. 

Mr. Maher. I agree very much with that, 

Mr. Wise. If crossownership restrictions are removed, how can 
we be sure that telephone subscribers are not subsidizing cable op- 
erations? 

Mr, Maher. Well, that's a classic regulatory problem that both 
the FCC and the State regulators have addressed a number of 
times when regulated telephone companies enter unregulated mar- 
kets. 

For example, many telephone companies now sell customer 
premise equipment like handsets or PBX's in unregulated markets. 
It's a question of how to devise safeguards between telephone com- 
panies regulated and unregulated activities. Currently the FCC has 
a rather comprehensive set of cost allocation requirements, essen- 
tially very strict accounting standards, that separate accounts fr- 
competitive or unregulated ventures, like cable television, from 
regulated telephone service. 

Those telephone companies are subject to annual reporting re- 
quirements for the FCC as well as periodic visit/3 by FCC auditors. 

Many of the States have very similar kinds of requirements. 

Mr. Chairman, your question, is close to the types of regulatory 
activities that both the States and the FCC have performed for 
years. 

Mr, Robinson. I would agree with that. 

Mr. Wise. Mr. Robinson, the FCC is under tight budgetary and 
staffing constraints just about like everything else in the Federal 
Government. Even if a regulatory structure to prevent cross-subsi- 
dization were put into place, how would you be able to enforce it? 

Mr. Robinson. The FCC only regulates a small part of the over- 
all telephone business. The kind of backbone regulation of the tele- 
phone industry in this country is undertaken at the State level. 

Mr. Wise. So it would be going to the States? 
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Mr. Robinson. The State regulatory agencies in some instances, 
notably California and New York, are actually significantly larger, 
personnel-wise than the FCC. 

If you were to add the regulatory resources available to the FCC 
with those of certainly the principal States in this country, I think 
you would sec that there are quite substantial regulatory resources 
devoted to monitoring cost allocation, pricing, and other commer- 
cial decisions of the telephone industry. 

Simply looking at the FCC you might get a somewhat skewed 
perspective on regulation. 

I'yenot yet met anyone in the telephone business who felt that 
the FCC was not adequately regulating them or that our activities 
plus those of the States were insufficient. 

Mr. Wise. What you're suggesting then, as I understand it, is 
that most likely the bulk of the regulation dealing with cross-subsi- 
dization would fall upon the State public service commissions. Is 
that correct? 

Mr. Robinson. The State public service commissions would be for 
most purposes, I would expect, the first line of defense in this case. 
And I have great confidence in their ability to maintain that line 
of defense. I think they've got a good record in that regard. 

Mr. Wise. Would you have any concern, however, and I happen 
to share that with you but I also coming from State government 
knew that both consumer advocate offices and even State public 
service commission auditing staffs tend to be kept pretty lean out 
of budget constraints. This seems to me to be a very complex, so- 
phisticated area that we might be getting into. 

Would you have any concerns about that? 

That's question No. 1. And quickly piggyback on that: If you're 
dealing with a regional Bell operating company, would there be 
some concern with having a different method of examination of 
cross-subsidization with every State but yet a regional company? 

Of course we do that already in some regards anyhow. 

Mr. Robinson. Obviously it is a new enterprise. It is a complicat- 
ed undertaking but it's not that new or that complicated relative to 
the lot of the existing activities of the State public utility commis- 
sions. So I personally happen to think that most of the State regu- 
lators, certainly in the larger States in this country, are quite up to 
any potential challenges in that regard. 

As to the regulation of the Bell operating companies or any of 
the other very large telephone company holding companies, GTE, 
Continental, United, certainly in some areas of the country, most 
notably New England, the State regulators have pooled their re- 
sources and they have a New England conference of regulators 
which endeavors to look at the holding company in toto. 

I think that kind of an approach is a promising one and the 
State regulators do regularly meet. Their staffs are in communica- 
tjp n with each other just as the Common Carrier Bureau staff at 
the FCC and its counterparts at the State level are in constant 
communication. 

In fact this will be in all likelihood one of the topics which we 
will be taking up again in one of Mr. Sikes' initiatives, and that is 
the first-ever State/Federal regulatory summit which takes place 
the end of April here in Washington, where tne chairpersons of all 
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the State regulatory agencies and the FCC members will actually 
for the first time ever get together and discuss ways in which they 
can do their job and fulfill their shared responsibilities better ana 
more effectively. 

Mr* Wise. Mr. Maher. 

Mr Maher. Just a short comment. 

The FCC and the State regulatory commissions devote resources 
where there are problems or potential problems. I think that's im- 
portant. 

If there is a sudden upswing of telephone company participation 
in this area, whether because of an expanded rural exemption or 
for some other reason, I think that the message would come very 
quickly to the regulatory staffs of the FCC and the States that this 
is something that bears close attention. They will deploy their lim- 
ited resources to meet that challenge, 

Mr. Wise. Now, let me ask you a question dealing with develop- 
ment. There's been much testimony here today at every level from 
every party about what is adequate. Some are suggesting that fiber 
optic is really not necessary; that you can do much of the same 
work with coaxial and copper wire. 

Many of us from rural areas are interested in trying to develop 
new job opportunities with advanced telecommunications; telemar- 
keting, d: ta processing, that type of thing. 

My question to you is, what is the reality; whether we should be 
looking for fiber optic cable and at an expanded rate than perhaps 
what ordinarily might go down with the present system or wheth- 
er, indeed, as has been suggested that coaxial cable and existing 
technology is adequate to handle the job? 

I agree and submit that it's adequate to handle much of what is 
being done today and perhaps to do some of the sophisticated com- 
munications, for instance, with hospitals in transmitting medical 
information and so on. 

I question, though, where we're going to be 10 years from now in 
rural areas without application of fiber optic or at least increased 
application of it. 

Would you all comment on that? 

Mr. Maher. A very important goal is finding the facta. NTIA's 
notice of inquiry in the infrastructure study that I have referred to 
is 99 pages of questions on precisely these kinds of issues: What are 
the relative costs and benefits of trying to deploy new technologies, 
whether they're fiber optics or new types of mobile or cellular com- 
munications technologies NTLVs study will attempt to determine 
the best pace for development both in rural and urban areas. 

One particular rural area, for example, could install fiber optics 
at a local business center and attract, perhaps, a telemarketing 
concern to locate there. However, one has to ask on a national 
level whether such a development would mean that there would be 
a population shift or a job shift from some other rural area? Per- 
haps that would not be best for the country as a whole. 

I think the choices for infrastructure development are relatively 
clear. It's just hard to balance them. On the one hand you can cer- 
tainly leave the matter to consumers of telecommunications serv- 
ices — and by that I mean businesses as well as individuals and 
what they demand from a telecommunications system. And if there 
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is already in place in a rural area a business that needs more 
modern telecommunications and is willing to pay for it, then devel- 
opment can occur that way. 

On the other hand, there's a real question as to whether some 
sort of government led jump start is needed somehow and whether 
that should be a goal of a town or a State that is trying to plan its 
economic development. 

The academic literature is very mixed on the role of telecom- 
munications, and specifically the deployment of fiber optics, in eco- 
nomic development. 

It may be that a rather rich sets of technological options, as Mr. 
Kimmelman was discussing, could be the best thing for the country 
as a whole. 

It will be very difficult to balance these concerns and come up 
with a national policy to fit each rural area. 
Mr. Wise. Mr. Robinson. 

Mr. Robinson. I would say this: What Mr. Maher has said I be- 
lieve would most likely be the official FCC response. 

On a personal basis, I must say that I sympathize a great deal 
with Congressman English and in a sense I recoil from being told 
that the people who live in rural areas should, as one of the wit- 
nesses put it, have a patchwork communications system. 

These systems are not the same—the current systems. The com- 
parison between twisted pair and fiber optics is unbelievable. In 
fact I brought samples with me, which I'd be pleased to show you, 
showing you what a current twisted pair looks like compared to the 
fiber optic. You get tremendous capabilities with fiber optics. 

I personally do not believe that the costs of providing this kind of 
very feature rich and advanced communications service to rural 
areas are even remotely close to many of the estimates which have 
been advanced. 

Mr. Wise. Could you repeat that? 

Mr. Robinson. I do not believe that the costs are even remotely 
close to the estimates. 

The current investment in the United States in telecommunica- 
tions apparatus, total national investment is $672 billion. 

The total investment of the regulated industry— these are De- 
partment of Commerce figures— $440 million. 

We have heard estimates here that it would be $1 trillion. That 
is to me intuitively a flawed number. 

There are only around 96 to 100 million telephone subscribers in 
the country. 

The experience in this industry is rapidly declining in costs, 20 
percent per year compounded. 
The cost of electronics drops like a st~ne. 

So I would not personally believe that it would cost a great deal 
to put into place ubiquitously in the United States the kind of fea- 
ture-rich and enhanced infrastructure that Congressman English 
and others have mentioned. 

That's my own personal view. That s not necessarily one which 
the five members of the FCC would necessarily vote to sustain. 

Mr. Wise. I appreciate that. 

The one area we've not gone into and let me just ask whether 
you will be covering it in your inquiries— and I'm going to be quite 
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honest with you, Mr. Maher, I tried to read your 99 pages and I 
couldn't get through it. I'll do better. But I tried on a plane the 
other day and the trip was just too short. 

Mr. Maher. The infrastructure report will be more interesting 
than the questions, so we'll wait for the report. 

Mr* Wise. But your inquiry obviously is the part I did not get to. 
Does it concern itself with the issues that we've not discussed today 
basically of vertical and horizontal integration, the increasing mo- 
nopoly — seemingly increasing monopoly control of cable television? 

Mr. Maker. The infrastructure study doesn't raise that particu- 
lar set of questions, although NTIA will file comments in the FCC's 
proceeding on this topic because it specifically raised those market 
structure questions for the cable industry. NTIA hopes to be sup- 
plying information and policy suggestions to the FCC in that pro- 
ceeding. 

Mr. Wise. Mr. Robinson. 

Mr. Robinson. Those are topics which Mr. Sikes when he testi- 
fied in front of the Senate stressed. We certainly will be looking at 
them; the degree of vertical integration and what the effect of ver- 
tical integration is on the availability of programs to would-be com- 
petitors, as well as the effects of concentration levels, ownership 
concentration here. Those will be figured very prominently as part 
of the FCC's study. 

Mr. Wise. As I say, that is not a subject for today. I would ju3t 
note some concern. I subscribe to a rural cable service that is not 
owned by anyone yet according to the operator. There are, I think, 
two brothers that operate it with one secretary. They're out under 
houses and on the road all the time. At least if I have a complaint, 
I know whom to get a hold of. I have a feeling that one day when 
they're probably acquired and I have to call ATC or TCI, they may 
not be as interested at Time, Inc. headquarters about talking to me 
as these two fellows are. 

So that's a growing concern and subject, as I say, perhaps, for an- 
other day and I know other committees are also looking into it. 

I want to thank both of you very, very much. You've brought a 
lot to it. The reason I had asked for you to be at the end is because 
I wanted to have a chance for the other witnesses to testify and so 
that you "ould frame your responses in regard to them. I appreci- 
ate the time you've spent. 

This will conclude this hearing. 

[Whereupon, at 1 p.m., the subcommittee adjourned, to recon- 
vene subject to the call of the Chair.] 
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Mr. Chairman, distinguished members of the committee, my name 
is David Herron ard I am the General Manager of Wsst Carolina Rural 
Telephone Cooperative in Abbeville, South Carolina. In addition 
to Wsst Carolina, today, I am also representing ths National 
Telephone Cooperative Association (NTCA) . I appreciate the 
opportunity to prsssnt my testimony. 

West Carolina serves approximately 7,600 customers throughout 
the rural confines of western South Carolina. Qlv subscriber 
density is only 7 per wile of telephone wire which is extremely low 
when compared to the rest of the telephone industry. Thus, you can 
understand the need and continued importance of rural oriented 
systems such as Wast Carolina. 

The topic on the agenda is bringing the Information Age to 
rural America, which is of great importance, not only to NTCA 
members and their subscribers, but to all of rural America. 
Generally, it can be said that all NTCA members are already 
involved with rural development and the advent of new 
telecommunications technology as their primary lending source, the 
Rural Electrification Administration's (REA) Telephone Loan Program 
is one of the country's first and finest examples of a successful 
rural develop/sent program and provides the technical expertise 
required to deploy advanced telecommunications technologies in 
rural America. However, many NTCA members are beginning to look 
into additional forms of rural development as the local economy of 
their service areas continues to falter. Meanwhile, the central 
focus of all NTCA members must and will always be to utilize all 
available resources in making affordable telephone service 
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universally available to our rural customers. And, the quality of 
such eervice must always equal that which is available to urban 
residents. In seeking this goal, our af forts can and will spark 
rural developmen- which helps to ansura America** rural sector 
remains a viabla forca in improving tha country* a ovarall aconoaic 
haalth and that rural Americans hava tha same accaas to jobs, 
aducation and health cars that art available in our nations urban 
communities. 

Prior to working for "est Carolina in 1986, I had spent 16 
years employed by REA. I joined RBA iasediately following 
graduation at tha university of Tennessee with a dagrae in 
Electrical Engineering . After training in Kentucky and Tennessee, 
I was transferred to Washington, D. c. where I worked as a ataff 
engineer in the southeast Ar*a Telephone Engineering Division . I 
also spent several years as a field engineer in Alabama, Georgia, 
Florida, Puerto Rico and South Carolina. 

When I first case to REA, they were considered leaders in the 
industry. -KA had technical staff that wars viewed as experts in 
their fi« The staff was reknown for their innovative design 

techniques and standards which were essential for REA borrowers to 
be able to design and build telephone systems in rural areas which 
consisted of so faw cuatoaars per mile and very long loops, it was 
a different world trying to provide these services in rural areas 
as opposed to urban areas. Innovative techniques had to be used 
in order to provide these much needad services in rural areas at 
affordable rates. Through the development of performance standards 
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and specifications, REA opened the door for the competitive market 
to develop the kinds of equipment and wterUla noc«»aary to 
accomplish their goal. They became recognised nationwide and their 
standards and construction methods are used throughout the world. 

As the industry kept growing, it also became sore complicated 
witfc the advent of toll settlements, divestiture and deregulation* 
REA answered the call by creating a telecommunications management 
division which stayed ow top of all of the changes and issues 
taking place in the industry. This division acted as c consultant 
to its borrowers by providing education and assistance as to how 
these industry changes could affect our rural companies and 
cooperatives. They, too, became well respected in the industry and 
were included on industry task forces to develop settlement 
arrangements and resolve other issues which would be mutually 
satisfactory to the big companies as well as the small companies 
and would assure the integrity and preservation of universal 
service throughout rural America* 

As a field engineer with REA, I was part of a team consisting 
of an engineer, an operations and management specialist, and an 
accountant supported by an expert and well-respected staff in 
Washington* Part of our function was to work with the borrowers 
and their consultants to develop forecasts, designs, and budgets 
to determine the loan requirements. Another function of the field 
staff was to ensure the security of the government's investment and 
the well-being of our small borrowers* This function served to 
enhance enforcement of the operations, maintenance, engineering and 
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construction procedural developed by REA, ao well as provide advice 
end assistance to the borrowers. 

There are still a lot of small companies who provide service 
in the rural areas who cannot afford to have a staff capable of 
keeping up with all of the changes going on in the industry; 
capable of having a staff of financial advisors in order that they 
say make the best decisions to keep the company and the 
government's loan security sound; capable of developing operations 
and management procedures; capable of developing performance 
standards, designs and construction methods to make it economically 
t feasible to provide the most up-to-date telecommunications services 

in the rural areas, or to develop standards for new materials and 
equipment, and to test and evaluate these materials to see that 
they will hold up to the true test of providing uninterrupted 
telephone service in the most difficult to serve rural areas. 

Although a lot of the education and up-to-date information on 
the current issues are being provided by some of the national trade 
associations, not all companies belong to the trade associations 
and not all companies belong to the srme trade association. The 
common bond that REA has provided through the years has been 
invaluable. Another aspect which is hard to define is the clout 
that is associated with the United states government's development 
and enforcement of standards and procedures. People list™ to the 
government and when a manufacturer's product does not meet up to 
expectations, that manufacturer will do everything possible to 
resolve any 
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technical problem for fear of being removed from the government's 
approved list. 

Rural America has increasingly begun locking toward new ways 
of i^'oviding goods and services as a means of expanding their well- 
being and fortifying the rural economy, in this process of 
fostering rural development, the manufacturing and business 
community is looking to the rural territories for expansion* 
However, th© manufacturing and business subscribers are 
increasingly demanding modern and advanced telecommunications. The 
ability of the rural network to meet the needs of corporate America 
and to maintain technical parity with the national network is 
imperative if business expansion into rural America is to prosper* 

The necessary technological changes demanded by the 
Intelligent Network must be met by rural independent telephone 
companies as well as the large urban local exchange carriers. But 
the cost of bringing the Intelligent Network to rural America is 
high, and many rural independents are faced with the real and 
justifiable threat of not being able co keep up with technology. 

However , from a technical perspective, many independent 
telephone companies are well positioned for introduction of the 
Intelligent Network because rural telephony has been able, with the 
assistance of the Rural Electrification Administration telephone 
loan programs, to modernise antiquated switching equipment to 
digital switching, a basic element of the Intelligent Network. The 
mandatory network enhancements necessary for complete deployment 
of the Intelligent Network will increase and it remains imperative 
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that adequate and ef fective RKA and RTB loan programs are availabla 
tor tha next ara of cal ecoamun i cation* network upgrade* 

Additionally, steps ahould ba taken by Congraaa to anaura that 
REA maintain its vital Snginaaring and Standards Division. This 
technical assistance available to borrowers helps to ensure that 
they receive the advice they need fro* the purchase of equipment 
to actual implementation of technology* Aside froa quickening the 
process of bringing the Inf creation Age to rural Aaerica, these 
standards ensure that the government is making vital investments 
in rural telecommunications. The existing REA Telephone and Rural 
Telephone Bank lending programs are available to implement most of 
these technologies. 

It may coae as a suprise to many that the REA Telephone Loan 
Program does not exist simply to provide loans for telephone lines 
alono. Loans can include funds for developing or acquiring 
physical plant such as buildings, computers and other tools, 
vehicles and additional operating equipment. In addition, loans 
are not simply to fund projects in yet unserved areas. rea 
Telephone Loans are allowed and indeed encouraged for purposes of 
upgrading existing service areas* This would include installing 
new fiber optic lines, advance switches guaranteeing equal access, 
and should include cellular service encouraging general business 
competition. These points on upgrading are especially critical 
because estimates indicate that at the current rate of upgrading, 
it may be more than two decades before all rural areas are able to 
fully compete technologically with urban areas. 
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Simply ensuring the existence of the RSA Telephone Loan 
Program, however, will not guarantee borrower success* Improving 
the loan application and appro ml process is an equally important 
issue. 

Now that I am on the otner side of the fence as a manager of 
& telephone cooperative, I see the continued need for a program 
such as the REA if we are going to accomplish our goals of rural 
economic development. I ' recommend in any rural development 
legislation that wording be made a part of the legislation to 
provide the same type of follow-up and assistance and internal 
auditing controls that has made the REA telephone loan programs so 
successful to date. 

I am hopeful my thoughts as well as those of the other 
participants in these hearings will assint you in developing 
legislation that will extend this historic commitment for many 
years to come. 
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